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One Year 


of War— 


United States the Victor 


A Review and a Forecast 





By SIEGFRIED STRAUSS 





HEN A WELL-KNOWN German 
banker was once asked who 
would win in case of a great 

European war, he answered the United 
States of America. Looking back after 
one year of war, this result seems more 
than likely. 

Ten out of the twenty-two independent 
states of Europe are at war. England, 
France, Russia, Italy, Belgium, Servia. 
Montenegro fight against Germany, Aus- 
tria and Turkey. Luxemburg is under 
German administration, and Albania has 
been invaded by Italian, Greek and 
Servan forces. The remaining ten states 
Spain, Portugal, Holland, Switzerland, 
Denmark, Norway, Sweden, Greece, 
Bulgaria, Rumania are at present neu- 
tral, but the last named four are ex- 
pected to enter the world war in the near 
future. 

A conflagration of this magnitude has 
never before been witnessed by mankind. 
The forces seem to be so evenly matched, 
that after more than one year of war- 
fare no end is yet in sight. 

The currencies of the six leading Euro- 
i powers are at a large discount in 

ew York City, and my prediction in 
the mid-July number of the Macazine 


oF WALL Street, that foreign exchange 
would drop further, was correct. New 
York City is now the world’s money cen- 
ter, the New York Stock Exchange is 
at present the only large free market for 
securities in the world. The enormous 
decrease in immigration from Europe 
has diminished unemployment, and the 
United States are piling up a huge trade 
balance in their favor by suppying the 
warring nations of Europe with food- 
stuffs and merchandise. 

Interest rates are very low, and the 
outlook regarding the crops, the base of 
prosperity for this country, is excellent. 
Record crops are expected, and the prices 
which Europe has to pay for American 
foodstuffs and American merchandise 
are very satisfactory. 

On the other hand, the South is un- 
easy about its staple product, cotton. If 
England should be able to cut off the 
German market, the price for cotton ma 
go to a level which would leave.no p 
to the farmer. Domestic trade is less 
satisfactory in general than our rt 
business ; the Interstate Commerce 
mission has handed down two rather un- 
favorable decisions; and the danger that 
the United States may become involved 
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in war with Mexico is not at all remote. 

How have security prices on the New 
York Stock Exchange responded to these 
conditions? The accompanying table 
compares the prices of the end of July, 
1914, with the prices of the end of July, 
1915, the prices before the outbreak of 
the war with those of one year after the 
outbreak. The stocks taken are fifteen 
representative railroads and thirty repre- 
sentative industrial stocks. 


like General Motors, Willys-Overland, 
Bethlehem Steel, Allis-Chalmers, U. S. 
Steel common, etc., have scored substan- 
tial gains in the month of August. 
Looking over the list of stocks there 
are only three which show declines, Mis- 
souri Pacific, which stock faces a large 
assessment; St. Paul, which reduced its 
dividend ; and Chicago, Rock Island and 
Pacific, which went into the hands of 
receivers. All the other railroad stocks 














RAILROADS 
End End 
Stock: July,1914 July, 1915 Adv. Dec. 
Nn a ee aie vided 895% 1015 12 aa 
cece veaed 72 82% 10% ex 
a a a Sa sek 85%4 83 see 2% 
Chicago, Rock Island............... 33 12% ski 2056 
Tk as on sete 20% 26% 6 ES. 
Great Northern ................e00: 114 117% 3% 
CN ET Skis dn dccveseeesecoves 122 142 20 
EE os secu ecace cess 8 2 es 6 
New York Central.................+: 80 88 8 
eee 51 62 ll 
Northern Pacific .............++see8: 98% 106% 1% 
ED 2.4 conve ssicegouscecoeees 105% 107% 2% 
EER ACR se Sep eres Pe 140 M6% 6% 
NN TPRGEEED: So nk ccc cdcncosevcses 84% 86% 1% 
EE 6s a Sawaal eunds eeedal 113% 128% 15 
INDUSTRIALS 
End End 
Stock: July, 1914 July, 1915 Adv. Dec. 
American Locomotive ............... 20% 52% 32% ine 
ER cc cred nee sedteeeeteve 19% 59% 40 at 
PE NNR. cw coos ccccceveveccves 6 26% 20% 
Baldwin Locomotive ................ 41 8344 421% 
Bethlehem Steel .................... 30 264 234 
CINE ccc eddbivesesdéascecaece 15% 65% 49% 
Rs i heh ot Reed td Ud wed 139 175% 36% 
New York Air Brake................ 58 103 45 
Westinghouse Electric .............. 65% 110% 44% 
E45 cbceb¥e sicbheus ee 58% 182% 124 
Max Motors, first preferred.......... 28 81 53 
en eS eT Se 28 815% 5356 
Willys-Overland ..............-00+5. 73 137% 64356 
Dt aihwade bu piek Jew eh oe seh san 20 51% 31% 
EE cb iveeiabcccnctenveds 45% 45% eae 
DR inl otc ce cduanvaescnset cece 50 671% 17% 
American Smelters ...............++- 52% 18% 26% 
Utah Copper ............ceeeeeeees 46 65% 19% 
U. S. common 51% 66% 145 
American Woolen 12 22% 10% 
Central Leather 28 41% 13% 
National Lead .......... 41% 63 215 
American Beet Sugar 19 55% 36% 
American Sugar 100 109% 9% 
Cuban-American Sugar 30 115 85 
American Telephone & Telegraph... 114 121% 1% 
Western Union ............0.eceeeee 54 69% 15% 
Consolidated Gas ..........0.ss0005 110% 127% 17 
Distillers Securities ...............-- ll 283% 17% 
American Tobacco .............+.++. 215 223 8 








— , — 
Since the end of July a further rise in show advances ranging from two to 
prices has taken place, and certain stocks twenty points. Considering the comipara- 
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tively slack domestic trade the strength 
of railroad securities must be traced to 
the splendid crop outlook. 

The big price advances in industrial 
stocks on the New York Stock Exchange 
were also influential in advancing the 
prices of railroad stocks, but speculation 
in railroad stocks suffered a rude awaken- 
ing through the decisions which the In- 
terstate Commerce Commission handed 
down in regard to freight rates on the 
Western and anthracite roads. 

This should constitute a warning for 
the speculator in American railroads. It 
must not be forgotten that the European 
war after all is a bear factor for Amer- 
ican railroad stocks, and in conjunction 
with unfavorable Interstate Commerce 
decisions will probably prove at least in 
part an offset to the expected record 
crops. 

Turning to American industrial stocks 
we have seen during this last year of 
world war a tremendous upward move- 
ment in prices. Leading industrials like 
American Telephone and Telegraph, 
Consolidated Gas American Tobacco, 
etc., which are not directly influenced by 
the war, have gained ten to twenty points. 
Among other industrials there are two 
groups, corporations that supply Europe 
with merchandise, such as ammunition, 
motor trucks, foodstuffs like sugar, etc., 
and corporations who supply raw mate- 
rials like copper, steel, lead, rubber, etc. 
The latter group profits only indirectly 
through the war; it sells a large amount 
of its output to the manufacturing cor- 
porations that sell their finished products 
to the warring nations of Europe. 

It is therefore only natural that the 
stocks of the manufacturing corporations, 
the “war brides” of the New York Stock 
Exchange, show the biggest gains. The 
recognized leader is Bethlehem Steel, 
which gained in one year 234 points or 
800 per cent. A non-dividend payer 
around 300 is certainly a remarkable fea- 
ture, but anybody who wants to invest 
in Bethlehem Steel shares should con- 
sider the fact that this corporation se- 
cured the cream of the war orders, and 
the present price of this” stock is prob- 
ably more justified than the inflated prices 
of the majority of “war brides.” 


The partial industrial prosperity in the 
United States is undoubtedly a conse- 
quence of the war orders which came 
from Europe. A sudden peace in Europe 
would probably bring cancellation of 
many war orders, and this is the reason 
why the New York Stock Exchange 
looks upon peace rumors as a bear factor. 

It is certainly most difficult to fore- 
cast events in Europe. In the beginning 
some people thought the war would be 
all over in three months, and now there 
is talk about three years. It is entirely 
possible that the war will last into 1916. 
A very much longer duration of the war 
would exhaust Europe physically and 
financially—England finds it already 
difficult to finance her purchases in the 
United States. If a decisive victory 
should be brought about by the force of 
arms, the Balkan States and possibly 
Sweden might enter the war on the side 
of the victor. 

A military deadlock with the promise 
of another winter campaign is bound to 
sober the minds of the fighting nations, 
and a settlement on a reasonable basis 
should be the consequence, 

That the war stocks would suffer a 
serious setback as a consequence of an 
early peace, is certain. The recognized 
ordnance manufacturers may be partly 
compensated for the loss of European 
orders by the government of the United 
States, as it is most likely that this coun- 
try will enlarge its army and navy in the 
near future. A country-wide agitation 
for better military preparedness is al- 
ready noticeable, and intervention in 
Mexico will certainly strengthen this 
agitation. 

The stocks of industrial corporations 
which sell raw materials will most prob- 
ably benefit more by an early peace than 
by a prolongation of the war. The big 
copper mines, the United States Steel 
Corporation, the cotton and oil interests. 
etc., will be more than compensated for 
the loss of war orders by the opening of 
their European markets. 

The upbuilding of the devastated parts 
of Europe, the replenishing of European 
stocks in copper, cotton, oil and other 
products should bring large “peace or- 
ders” from Europe. 
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The Publicity UW 


What Kind of Corporation Publicity Is Needed? 


Examples of Mismanagement Which Shed Light on Investors’ 
Requirements 





By HENRY JUDSON 





ITH SO MUCH ADVERTISING 
space taken up by reorganiza- 
tion plans, and protective com- 

mittees, the public naturally inquires 
what is the cause of all these reorgan- 
izations, _Teadjustments and failures. 
Bad management is of course always 
the cause, but there are as many dif- 
ferent kinds of bad management as 
there are kinds of people. 

Undoubtedly the chief earmark of 
a dangerous investment is _ conceal- 
ment. The corporation which gives the 
public a square deal has but little to 
hide, except its trade secrets; and 
these secrets are not revealed through 
the publication in annual reports to 
stockholders of detailed statements as 
to income, expenses, assets and liabili- 
ties. 

Of course, publicity is the cure; 
but exactly what kinds of publicity in 
corporation reports are necessary to 
safeguard the interests of investors? 

We may well begin by noticing ten 
of the principal kinds of mismanage- 
ment through which investors have re- 
cently made heavy losses, as shown in 
the accompanying table: 


and the Claflin Co. failed to clearly dis- 
close debts of subsidiary or affiliated 
companies; the Western Pacific and 
the ’Frisco are believed to have greatly 
inflated their construction accounts; 
insiders in the control of the property 
are known to have made excessive 
commissions and profits in the case of 
the ’Frisco, and are believed to have 
done so in the cases of the Wabash, the 
Wabash-Pittsburg Terminal, the New 
Haven, the Western Pacific, and many 
other companies ; and control by bank- 
ing or investment houses proved a 
failure in the cases of the American 
Waterworks and Guarantee, and other 
companies. 

Buying out competing properties at 
excessive prices was disastrous to the 
New Haven stockholders; and trust- 
building schemes were disastrous to 
the security holders of both the New 
Haven and the Rock Island. We have 
just seen the end of the railroad em- 
pire which the so-called Rock Island 
crowd started to build in 1902. Pyra- 
miding securities upon one another 
describes the case of the American 
Waterworks and Guarantee, and it also 
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Ten Kinds of Mismanagement 


. Overca 
. Undisclosed 


italization of newly acquired properties. 
indebtedness of subsidiary companies. 


. Inflation or graft in construction accounts. 
Excessive profits and commissions of insiders. 
- Control by unscrupulous or speculative bankers or investment houses. 


Trastui out ding schemes at excessive prices. 


9... U on 
10: Operating inefficiency. 


There have been recent, examples of 
each of these forms of mismanage- 
ment; and some companies have given 
us striking illustrations of several 
forms at once. The New Haven and 
the ’Frisco sadly overcapitalized new 
properties which they acquired; the 
American Waterworks and Guarantee 


one another. 
ilities. 


describes other similar cases in which 
the confiding public is bound to lose its 
money during the next few years. Un- 
disclosed contingent liabilities explain 
why Claflin Co. stock was a good in- 
vestment one day and practically 
worthless the next; and operating in- 
efficiency was the downfall of the Chi- 
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cago-Rock Island and Pacific, the Mis- 
souri Pacific and several of the other 
Gould properties. 

These general principles may be bet- 
ter understood through briefly notic- 
ing some of the particular failures of 
recent years. The St. Louis and San 
Francisco got into trouble through the 
acquisition of the St. Louis, Browns- 
ville and Mexico, the New Orleans, 
Texas and Mexico and the Chicago and 
Eastern Illinois. An investigation by 
the Interstate Commerce Commission 
disclosed the fact that through these 
acquisitions the so-called ‘’Frisco 
syndicate, composed largely of high 
former officials of the road, made 
profits of about $7,038,000, partly, at 
least, at the expense of stock and bond- 
holders. These profits in many cases 
were equivalent to 100 per cent. or 
thereabouts upon the amounts of 
money invested by members of the 
syndicate. 

The St. Louis, Brownsville and Mexi- 
co was acquired by the ’Frisco at a 
price equivalent to four or five times 
its real value, and directly or indirectly 
the profits of insiders were derived 
from the difference between the price 
and the value. Similar operations were 
carried on in the acquisition and con- 
struction of the New Orleans, Texas 
and Mexico. The lesson is, naturally, 
that if corporations were required 
either by law or by public opinion to 
fully state their financial transactions 
in their annual reports no such mis- 
management could occur. Boards of 
directors would not dare to make ac- 
quisitions such as these if they were 
obliged to report them to stockholders. 

Rock Island’s troubles were a case 
of trust-building, operating inefficiency 
and minority control. With the C. R. 
I. & P. Railway Co. as a basis, a pyra- 
mid of securities was constructed for 
the purposes of controlling a lot of 
roads with a little money and of build- 
ing up a great railroad empire in the 
hands of a few men. The capital stock 
of this operating company was owned 
by the Rock Island Railroad Co., which 
in turn was controlled by the Rock 
Island Co. The men in control were 
more interested in speculation than in 


railroad building, and with this in view 
the Rock Island system in 1902 pur- 
chased the ’Frisco common stock at a 
cost of $28,930,300, and paid for it in 
5 per cent. collateral trust bonds. 
Seven years later this stock was sold for 
$10,848,250. After making all allow- 
ances a loss of about $14,000,000 fell 
upon the real railroad property known 
as the C. R. L. & P. Ry. Co. 

This is one of the reasons why the 
Railway company has just gone into 
receivers’ hands, and another reason is 
that its owners were too busy with em- 
pire building to operate it properly. In 
1902 it required only 61.6 per cent. of 
gross earnings to cover the operating 
expenses of the Railway company, but 
by 1912 after the new management had 
neglected maintenance and improve- 
ments for ten years it required 72.2 per 
cent. The kind of publicity needed in 
this case was clear statements of the 
amount of improvement work done, 
and of the payments into reserve funds 
and sinking and depreciation funds. 

The New Haven fiasco was a de- 
plorable instance of trust-building. 
The motive was evidently to build up 
a transportation trust covering most 
of the New England states, and for this 
purpose street railway and steamship 
properties, including some _ public 
utility plants, were purchased at ab- 
surdly high prices. 

New Haven stockholders, because of 
the distinguished personnel of the 
directorate, maintained their faith in 
the property in the face of mismanage- 
ment for which no excuse has yet been 
found. Many of the directors, how- 
ever, attended the meetings or held the 
offices without taking any active part 
in the affairs of the company or know- 
ing much about these affairs. Were 
corporations required to disclose the 
physical properties, earnings and ex- 
penses and assets and liabilities of 
their subsidiaries, the New Haven 
stockholders would today be about 
$120,000,000 richer than they are; for 
the flagrant mismanagement could not 
well have occurred. 

In the case of the Claflin Co. it was 
undisclosed contingent liabilities that 
brought a huge loss upon investors. The 











a 


—— 





_ 558 THE MAGAZINE 


OF WALL STREET 





failure took place early in 1914, and on 
December 31, 1913, the balance sheets 
indicated that current assets were $12,- 
880,648 and exceeded current liabilities 
by $5,109,661. Events proved, how- 
ever, that the Claflin Co. had endorsed 
notes and thus assumed contingent 
obligations of $31,500,000. Instead of 
having a large working capital it had 
for some time been in bad financial 
condition. The remedy again is more 
publicity, it being plainly evident that 
a corporation in which the investing 
public is heavily interested should be 
required to show its contingent liabili- 
ties. 

The American Waterworks and 
Guarantee failure was brought about 
by pyramiding securities in the hold- 
ing company form, by banking house 
control and by the virtual concealment 
of the financial condition of subsid- 
iaries. The J. S. & W. S. Kuhn Co. 
were in control not only of the Ameri- 
can Waterworks and Guarantee Co., 
but also of the First-Second National 
Bank of Pittsburgh. The Kuhn con- 
cern was an investment banking house, 
selling and dealing in securities, buy- 
ing and selling properties, operating 
these properties, financing their needs, 
controlling banks and managing finan- 
cial transactions between the banks 
and the properties, between the banks 
and the public, between the properties 
and the public, between the subsid- 
iaries and the parent concern, and be- 
tween themselves as a banking house 
and the investing public. As invest- 
ment bankers the Kuhn concern not 
long before the failure advertised very 
extensively in the financial manuals 
and publications. 

Honesty of intentions in this case is 
not questioned, but no man in the 
world is so utterly without guile that 
he can at once be plaintiff, defendant, 
judge and jury as were the Kuhns, and 
still be fair and impartial in all capac- 
ities. The Waterworks and Guaran- 
tee Co. in the balance sheet of May 1, 
1913, showed apparent current assets 
of $12,587 ,66 and current liabilities of 


only $67,872. Yet the facts were that 
the company had made enormous 
losses in irrigation projects, and that 
owing to the debts of its subsidiaries 
it was practically insolvent. Had the 
cOmpany been obliged not only to pub- 
lish separate and clear accounts for 
each of the subsidiaries, but also to 
make a clear statement of the assets 
and liabilities of the entire system of 
companies, probably the excessive 
debts would never have been con- 
tracted. No management -would dare 
go before the public with such a pro- 
posal. 

The ordinary holding company bal- 
ance sheet such as this company used 
is objectionable in every respect. In- 
stead of disclosing anything it conceals 
everything. Among the assets it states 
the nominal value of securities held 
and tells nothing about the real value 
of properties controlled. Among both 
assets and liabilities it gives a lot of 
inter-company obligations which ren- 
der it totally impossible for the in- 
vestor to know whether the system is 
rich in working capital or heavily in 
debt. Even if enlightening balance 
sheets for all subsidiaries are given the 
stockholder can learn nothing from 
them, since there is no way of detect- 
ing the inter-company obligations. 

In brief, more publicity of the right 
kind would tend not merely to disclose 
mismanagement and save the investor, 
but also to actually prevent the mis- 
management because of the reluctance 
of managers to submit questionable 
transactions and operations to direct- 
ors and stockholders; and the kind of 
publicity needed is such as will bring 
out the exact facts in regard to the ten 
different varieties of mismanagement 
mentioned at the beginning of this 
article. ‘ 

Until this greater publicity can be 
obtained, investors should. make dili- 
gent use of such reports as are now 
available, with especial view to noting 
any weaknesses of the corporations in 
which they are interested of a char- 
acter similar to those here explained. 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





Henry Ford Says 
Prosperity Is Here 


HESE are some of the features of 
our growing prosperity : 
An enormous stock of gold, re- 
sulting in easy credit. 

A balance of trade in our favor here- 
tofore unheard of in the history of the 
world. 

Biggest wheat crop in history ; other 
crops good. 

Steel industry working almost at 
capacity. 

Textile industry active. 

Big war orders still coming in. 

Bank clearings at last showing in- 
creases. 

We quote a few significant views as 
to the future: 

Henry Ford: Prosperity has returned to 
the United States. I am getting reports 
from every quarter. The farmers have 
plenty of money and crops are good. 





U. S. Chamber of Commerce: Confidence in 
the future has grown apace with the steady 
progress of the crops and the slow but con- 
tinual improvement in industrial affairs. 





A leading steel executive: There is every 
reason to believe that before the close of 
the present year the steel industry will have 
attained such volume that every plant where 
such a thing is physically possible under 
conditions will be making a fair profit, and 
where the ordinary plant will make more 
money than for years. I base this statement 
on the fact that both demand and prices 
are increasing, and there seems to be no 
possibility that either demand or price ad- 
vance will stop before the time named. 

This is, of course, on the assumption that 
the European war will not end before Jan- 
uary 1, 1916. I know nothing about this 
except what people well informed tell me. 
We have some one here almost every week 
from the other side, and they all believe 
firmly that this is going to be a long war, 
most of them fixing its duration at not less 
than two years. 





National City Bank: The industrial revival 
has now reached the stage where, with the 
additional impetus that may be expected 
from the marketing of a good crop, it should 
include nearly all lines, and assure a satis- 


factory state of general trade this fall. In 
some lines of production, particularly in 
branches of the steel industry, the point has 
been touched where more capacity is 
wanted, and the stimulus of orders for addi- 
tional plant equipment is felt. 

On account of the war business the ac- 
tivity in the steel industry at this time is not 
as significant of general business conditions 
as it usually is. These orders include not 
only what is strictly war material, but quan- 
tities of railway equipment for foreign gov- 
ernments, and the general export trade in 
steel has been helped by the congestion of 
war business in foreign works. 


* ~ * 
Misgivings as to the 
More Distant Future 


HERE are not wanting those, how- 
ever, who fear that our present 
prosperity is temporary. For example, 
a leading financial daily says in regard 
to our big favorable balance of trade 
with Europe: 

- What is the real significance of this piling 
up of a balance, and why should it be con- 
sidered “favorable?” Favorable to what? 
Foreign trade is normally an exchange of 
commodities, the products of labor and cap- 
tal in different countries. Is there gain in 
giving in exchange more than is received? 
Some part of a balance may be paid for 
in the world’s money, gold, but there is no 
advantage in that for a gold-producing coun- 
try like the United States. It has gold to 
sell and no occasion for buying it with 
goods. In years past this balance of trade, 
or excess of exports, has gone in return 
for foreign capital to be invested in this 
country, and to pay interest and maturing 
principal for borrowed money. It has been 
used to incur and pay debts and for foreign 
services of one kind and another. During 
the same time Great Britain has been having 
a huge balance on the other side, which 
meant wealth coming into her domain. Was 
that unfavorable? 

Now on account of the European war, our 
imports are obstructed and considerably re- 
duced while our exports are largely in- 
creased on account of the demand made for 
certain supplies. This excess of exports is 
paying debts abroad, bringing back Ameri- 
can securities, bringing in some gold, which 
is not needed, and building up credits here 
which foreigners may draw upon in the way 
of loans and of payments out of money 
borrowed here. e are paying debts and 
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getting others into debt to us. There may 
be incidental advantage in that under the 
abnormal conditions of the time, but the 
final reckoning will come after a while, when 
real values will count and not such large 
debits and credits. The exhausted nations 
will not continue to buy on a large scale, 
and will not have the wherewithal to sell on 
any similar scale for a good while. There 
will have to be costly adjustments and many 
losses before normal conditions are restored 
and foreign trade is in a really salutary 
state for the nations engaged in it. It is 
better not to cherish illusions of permanent 
gain from this towering balance of trade 
except as a mitigation of coming losses. 


The People’s National Bank of Pitts- 
burgh points out another danger in the 
present situation: 


Assuming that this country will maintain 
its position of neutrality, and assuming that 
hostilities among the nations engaged will 
continue for six months or a year longer, 
one danger to the future commercial wel- 
fare of the United States is over-expansion 
of our productive capacity, especially in 
those industries which have filled their 
books to overflowing with foreign contracts 
on a basis of unusual manufacturing profit. 

Almost invariably the potential produc- 
ing capacity of a country exceeds its aver- 
age consumptive requirements, involving a 
certain percentage of idle capital tied up in 
plants and equipment. It is the utilization 
of productive capacity, human and mechan- 
ical, in warfare, that has so greatly stimu- 
lated industrial activity in the United States. 
If the war ends with the plant facilities of 
our chief industrial competitors still intact, 
then the world’s productive capacity in 
manufacturing lines is likely to remain 
largely in excess of the world’s require- 
ments for years to come. Any unusual ex- 
pansion based upon present abnormal con- 
ditions is therefore likely to bear bitter fruit 
in the end. 

* * * 


President Noble on 
the War Speculation 


WHATEVER happens, it seems that 

the Stock Exchange is certain to 
be criticized. If there is a panic, it is 
alleged to be due to manipulation of 
the money market; if the exchange 
closes to prevent a panic, it shows un- 
warrantable cowardice; if prices ad- 
vance rapidly, the exchange should 
take steps to check the wild specula- 
tion ; if the market is dull, it is because 
the people have lost confidence in the 
exchange, and so on. Of late, the ex- 
change has been called upon to stop 
the war speculation. On this subject 
President Noble says: 





“WAR ORDERS” RINGS THE BELL IN WALL 
STREET. 
—Evening World. 





The magnitude of the transactions is due 
to the fact that New York is a great world 
market and that the number of individuals 
who are buying and selling there is enor- 
mous. 

While the right of free contract remains 
there is no power in the Stock Exchange, 


~ or even in the Legislature, to prevent indivi- 


duals from using their own money or credit 
to buy securities in which they anticipate an 
advance. 

There is one restraining influence upon 
the excess of speculation which is undoubt- 
edly being exercised today, and that is the 
refusal of money lenders to make advances 
upon over-inflated properties. There is also 
a duty incumbent upon the Stock Exchange 
to see that the law of the State and,its own 
regulations against fictitious transactions, or 
“wash sales,” be rigidly enforced. This 
duty is being carefully performed by the 
“Business Conduct Committee,” which was 
organized for that specific purpose. 

The Evening Post thinks that the 
war speculation is getting near the 
gambling stage: 

Speculation and gambling alike have for 
their primary force the endeavor to pene- 
trate the riddle of the future, with this dif- 
ference: the speculator calculates, the gam- 
bler chances. The speculator assumes a risk 
and often loses, but that is because of the « 
quantity of his problem at times turns out 
to be other than he thought it was. For 
the gambler there is no problem, no calcula- 
tion. 

Up to this time there has been specula- 
tion in war-order stocks on a large scale. 
But what up-to this time was speculation 
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has gone nearly as far as it can go without 
crossing the line that separates it from 
gambling. Why? For the reason that the 
“problems” which confronted speculators in 
the war stocks have been discounted in ad- 
vances which since the war began have 
ranged from 30 to nearly 300 points. War 
contracts and mill output have supplied the 
“problems,” of which profits were the x, the 
unknown quantity. 

Answer to all the problems has been de- 
layed, through refusal of manufacturers to 
make known their profits. But the answer 
has been discounted, nevertheless, so thor- 
oughly that stocks which never paid divi- 
dends are selling at prices far above those 
attained by the highest grade investment 
issues. By lifting them there, speculation 
has done as much as could be expected of 
it, if not a great deal more. To lift them 
further, unless brand new problems are pre- 
sented for speculators to calculate, outright 
gambling must supply the impetus. 


* * * 


Few Bank Loans 
on War Stocks 


THE ability of the banks to check 
the war speculation would depend 
entirely on their refusing to loan on 
that class of stocks. But the Wall Street 
Journal finds that the war stocks do not 
figure in collateral to any large extent: 
Inquiry among local banks and trust com- 
panies regarding their attitude towards so- 
called war stocks reveals two facts with 
particular emphasis. One is that banks are 
not calling loans where these securities fig- 
ure in the collateral—they have no occasion 























AR IS OUT, BUT WAR KEEPS HIM WELL 
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to. The other is that these stocks are figur- 
ing in ordinary Wall Street loans to a re- 
markably small degree. 

There is a resourceful and powerful ele- 
ment that has unquestionably been accumu- 
lating these issues. Some are said to have 
special financial backing, and what the terms 
of such arrangements are it is impossible to 
say. But bankers are of opinion that many 
of the large speculators are not applying for 
loans on these war stocks, but are raising 
funds wherewith to buy them by obtaining 
loans on other first-class investments. 

The president of a bank which has a large 
clientele among Stock Exchange houses 
made the astonishing statement that he did 
not believe there were 700 shares of war 
stock as collateral in his Wall Street loans. 
It was his opinion that what buying was 
taking place in these securities was being 
done by those who were securing loans on 
securities already in their strong boxes. He 
said this was due to the liquidated condition 
of the Street and for that reason there was 
no apprehension as to technical position of 
the market. . 

All this does not mean that the war stocks 
are enjoying the same privileges as other 
industrials, about which there is no question. 
Banks are discriminating against securities 
now influenced by reported war orders that 
have undergone sensational advances. This 
is natural. The only question is as to extent 
of the discrimination. 


* * * 


Varied Views 
on the Market 


A FEW selected opinions on the pres- 
ent condition of the stock market 
follow: 


Henry Clews: On the Stock Exchange 
there is a disposition to pay more attention 
to the best class of industrials and railroad 
shares. The latter have been neglected for 
some time past for reasons quite familiar. 
The transportation outlook is rapidly im- 
proving. Good crops mean good business 
and larger traffic prospects at the West. 
Activity in steel means similar conditions 
over a large section of the East. General 
business here will show corresponding im- 
provement. Credit is generally sound. 
Collections are fair. July failures wer. the 
smallest in the past two years. We regard 
the outlook in general as favorable, but ad- 
vise much caution and a sharp lookout for 
setbacks arising from developments in the 
war, or possible collapse in some of the 
over-worked war group specialties. These 
advances have been too rapid and tov 
hazardous. 


Hambleton & Co.: The manner in which 
the “war” specialties advanced, only to 
tumble, crept up again only to be beaten 
hack on more than one occasion during the 
past week, emphasizes the criticism voiced 
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AKANUCAED ULI. 


—Financial America. 


in several quarters that the majority of 
those now actively engaged on the New 
York Exchange are simply feeding their 
imaginations with fond dreams of unheard- 
of profits from munitions of war, and that 
consequently the figures which reflect the 
outcroppings of their own beclouded, nof to 
say misguided, opinions as to potential 
values are nothing more or less than 
chimerical. 





W. W. Erwin & Co.: Partly, perhaps, be- 
cause of too much rain and cool weather, 
business is reviving more slowly than it 
otherwise would have done. With favorable 
weather we look for somewhat rapid im- 
provement in the fall. The improvement 
will undoubtedly be led by the war-order 
industries, and will, therefore, be spotted, 
not only as to industries, but as to sections. 

We look for still higher prices for most 
war stocks and for some improvement in 
some railroad stocks. We do not expect 
much of the copper stocks this year. The 
steel stocks should hold strong or advance. 
Good bonds can be purchased with assur- 
ance, though their prices may not advance 
much for a year or-two. There are some 
good bargains in preferred stocks and in 
convertible and other bonds some of the 
best of these are mentioned in the list ap- 
pended. 





Wiadser, in Boston News Bureau: Comment 
is made that every time the railway list lifts 
its head i meets a supply of stocks—that 
every rally in it is quickly lost. Close ob- 
servers thiak there is method in these per- 
formances and that the big people who are 
accumulating these issues are systematically 
discouraging attempts to advance them 
pending che psychological moment for start- 
ing an upward movement. There is a feel- 
ing that the many evidences of real re- 


covery in net earnings and especially such 
significant exhibits as New York Central, 
Baltimore & Ohio and Atchison have re- 
ported for June, may lead to a general buying 
movement in this department, forceful enough 
to advance it considerably despite the wishes 
of the powers-that-be. 


* * * 


Hew Foreign Exchange 
Affects Our Prices 


With sterling exchange hovering 

around the $4.65 mark, prices in 
America are no longer the equivalent 
of prices in England. This fact has an 
important bearing on our foreign 
trade, as shown by the Journal of 
Commerce: 


The international trade situation, as well 
known, is now such that foreign bills are 
declining severely and steadily in price. A 
large foreign balance in favor of the United 
States due to the export of great quantities 
of goods and the importation of relatively 
small amounts has naturally tended to pro- 
duce a condition unfavorable to American 
exporters who have a surplus of goods for 
sale. The excess balance in favor of the 
United States tends to make it difficult for 
foreign debtors to get means of payment 
and conversely the value in this country of 
claims on foreign debtors tends to become 
less. If a shipper has an article which he 
wishes to sell at a given price, he can realize 
that price for the article when exported only 
if the foreign buyer agrees to give him in 
payment remittances sufficient to realize 
that price in New York or some other 
American port. If the article is sold at a 
given market price established in the for- 
eign country to which the goods are going 
the effect is to give the seller here only the 
worth in American money of the realized 
value abroad as converted at prevailing 
rates of foreign exchange. If, for example, 
the article brings a pound sterling in Lon- 
don, but the equivalent of a pound at exist- 
ing rates is only, say, $4.70 instead of, say, 
$4.87, the seller is 17 cents per pound ster- 
ling less well off than he would be at a time 
when the balance of trade was more even. 

This deterioration in exchange, due to an 
unusual balance of trade, is not \of much 
direct importance to a producer whose goods 
are of short supply and must, therefore, be 
had abroad. In such cases, the producer 
simply raises his price to offset the shrinf- 
age in exchange or he can require payment 
in American funds at a specified rate. He 
thus transfers the loss in exchange to the 
buyer of the goods, who has to bear the 
cost of making payment. 

The seller, on the other hand, who is not 
in position to name his own price, has to 
carry the load and bear the loss. This is 
a condition which applies today or is likely 
to apply to a number, both of agricultural 
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and of manufactured products. Cotton is 
probably the most conspicuous among these 
because of the stoppage or interruption of 
international trade in the article in a con- 
siderable number of directions. 


* * * 


War Risk Insurance 
Tending Downward 


MARINE insurance has, ever since 

the war began, been a very im- 
portant element in our foreign trade. 
It is important to note that the recent 
sharp decline in the foreign exchange 
rate has been partially offset, so far as 
prices obtained for our goods abroad 
are concerned, by a fall in insurance 
rates: 


One of the most interesting features in 
the war risk insurance market is the stead- 
ily growing. confidence among the under- 
writers that the German submarine warfare 
against English -or French vessels is now 
practically a thing of the past. The under- 
writers do not believe that the submarine 
activities against merchant tonnage have 
come to a complete standstill, but there is 
a feeling among them that England, through 
the extensive use of chains and other forms 
of underwater nets, has managed to cause 
the destruction of at least a score of the 
German undersea craft within the past three 
months. There are rumors among the in- 
surance factions that reports received but 
never made public by the British Admiralty 
show that no less than thirty of the German 
submarines came to disastrous ends while 
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sunshine from his cucumber on 


operating in English trade channels through 
entanglements in the nets. 

The downward trend of the transatlantic 
war risk rates is explained by some of the 
underwriters by the fact that recently the 
successful operations of the German sub- 
marines have for some good reason been 
greatly curtailed. Although the fact is set 
forth that the British Admiralty recently has 
been suppressing reports concerning the 
sinking of English merchant tonnage by the 
German submarines, the underwriters re- 
gard the situation in this respect as greatly 
improved over the conditions prevailing two 
or three months ago. 

<@ * * 


Western Railroads 
Get Slight Relief 


[NX granting an advance in rates on 

Western roads equalling less than 
one-fourth what had been asked for, 
the Interstate Commerce Commission 
nevertheless fully recognized the help- 
less situation of the roads and their 
right to earn a just remuneration on 
their investment: 

The general increase in the operating ratio 
is traceable to deep-seated underlying 
causes which have affected carriers gen- 
erally through increased operating costs. 
It may be urged that the financial experi- 
ence of carriers in this period has been that 
of industry generally, and unquestionably 
it is true that they often encounter and 
should be expected to encounter the same 
ups and downs of financial fortune as affect 
industry at large. 

A complete comparison of the relative 
prosperity of the carriers as against indus- 
tries in general is not possible from data 
of record. But there is force in the con- 
sideration that public service industries are 
under some disabilities from which private 
industries are exempt. The former may not 
discontinue operation even though net earn- 
ings decline or vanish; nor may they meet 
rising costs with as free a hand as other 
industries which advance their prices with- 
out the possibility of governmental re- 
straint. 

Transportation, moreover, unlike many 
branches of manufacture or commerce, is a 
quasipublic function, indispensable to indus- 
try generally. So long as the service is in- 
trusted to corporate administration and the 
funds supplied by private investors, rev- 
enues sufficient to afford a return which will 
adequately remunerate the investment and 
secure the facilities required by the com- 
munity have a justification which does not 
equally attach to every branch of private 
undertaking. 

Vice-President Burnham, of the 
Burlington, endeavors to extract some 
the 
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basis of the paragraphs above quoted. 
Other leading railroad men express 
disappointment : 

Vice-President Burnham, of the Chicago, 
Burlington & Quincy: The important thing 
about this decision is its recognition of the 
need of the railroads for more revenue. I 
didn’t expect much in the way of advances 
in grain rates, although those rates are very 
low. It does not make much difference 
what is specifically granted or refused so 
long as railroad requirements are recognized 
as they seem to be. 

We can perhaps advance rates in some 
other way or in some other direction. The 
proposed passenger fare advances would 
mean much more than the freight advances 
that were requested. 


Slason Thompson, Director of the Bureau of 
Railway News and Statistics: This is another 
failure of the commission to realize the 
situation. I don’t see how the railroads can 

et much consolation from the decision. 

hey cannot increase the volume of their 
business to order, or cut expenses much 
more without injury to themselyes and to 
business generally. 


E. D. Sewall, Vice-President of the Chicago, 
Milwaukee & St. Paul: The advances are 
much less than we had a right to expect, as 
Commissioner Daniels, who heard the evi- 
dence and filed a dissenting opinion, said. 
However, we are thankful for small favors. 


E. P. Ripley, President of the Atchison, To- 

& Santa Fe: The decision is disappoint- 

ing. Atchison’s increase in revenue there- 

from is apparently only about $100,000, or 
one-fourth of what we expected. 


* * * 


Big Slash in 
Rates on Coal 


AFTER allowing the Western roads 
to advance their rates about $1,- 
700,000 yearly, the Commission next 
handed down a decision cutting coal 
rates in the East to the tune of $8,000,- 
000 a year. This looks as though the 
railroads were gaining about as fast 
as the frog which tried to get out of 
the well by jumping up one foot every 
day and talling back two feet every 
night. Final destination of the frog 
unknown—also final status of rates. 
The Commission said that coal rates 
were unreasonably high, and added: 
The conduct of these carriers, extending 
over a long period of years, in granting to 
their allied coal companies concessions 
from, and offsets against, their established 


tariff rates, presents very strong evidence 
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—St. Paul Daily News. 





that the rates on anthracite coal, which 
these carriers established, are excessive 
These coal companies ship 80 per cent. oi 
the total production, and if a substantial re- 
duction is made in the tariff rates its full 
effect will fall upon but 20 per cent. of the 
tonnage shipped. If the great purpose of 
the act to regulate commerce is to be car- 
ried out, we must require that such tariff 
rates on this commodity shall be established 
as can be maintained on the shipments o/ 
all shippers. 


President Loree, of the Delaware & 
Hudson, is naturally displeased with 
the decision. He states that the rates 
on anthracite have not been relativel) 
any higher than on other commodities 
and adds: 


It seems probable that the opinion will 
affect not only the receipts of the anthracite 
carriers who were parties to the proceeding, 
but will also affect the receipts of all roads 
handling anthracite coal, and if so it will af- 
fect practically all roads in trunk line ter- 
ritory. 

It is possible the total loss of revenue 
will be greater than the aggregate increase 
granted to all the carriers in the Eastern 
rate case. 

The newspapers have been inclined to feel 
that the railroads were receiving great bene- 
fits at the hands of the Interstate Commerce 
Commission. It is quite evident that their 
disposition is to “give it in drops and take 
in bucketfuls.” 


The Journal of Commerce thinks the 
reduction justified but finds fault with 
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the principle upon which the Commis- 
sion seeks to adjust rates in general: 


It is shown that in most cases the revenue 
from this traffic is largely in excess of the 
cost properly accredited to transportation. 
The reduction in rates is intended to bring 
the independent shippers, what there are 
left of them, on an equal footing with the 
mining companies which are closely asso- 
ciated with railroad companies in control 
and management. It is assumed that the 
practices favoring the latter, which are de- 
clared to be unlawful, will be abandoned or 
adjusted so as to comply with legal require- 
ments. 

There is no reason to suppose that the 
reductions made in the rates are not entirely 
justified, but incidentally there is a principle 
avowed in determining what railroad rates 
should be which is not altogether valid for 
general application. 

The assumption that the original cost of 
constructing a railroad line or system or 
the physical valuation of the property, sim- 
ply as material property, can be made the 
basis of fair rates, involves a gross fallacy. 
It ignores the fact that present owners of 
the invested capital have nothing to do with 
original cost ‘of construction, that the value 
of property in use may differ widely from 
what is meant by physical value, whether 
of a railroad or a factory, and that very 
much depends upon economy and efficiency 
in management which is entitled to its re- 
ward, 

* * * 


Bumper Crops 
in Prospect 
O far as present indications go, 1915 


will prove to be a splendid crop 
year. All principal crops are likely to 


exceed last year except winter wheat 
and apples. The decrease in winter 
wheat will be more than made up by 
an increase in spring wheat, and apples, 
although below the phenomenal yield 
of last year, are nevertheless 6 per 
cent. above the ten-year average in 
condition. The composite condition of 
all crops is 3.9 per cent. above the ten- 
year average. Quantities compare as 
follows : 

{Three figures omitted. ] 


Production, 


1915. 1914. 
659,000 685,000 
206,000 
891,000 
2,673,009 
1,141,000 
217,000 195,000 
44,000 43,000 
17,000 


Record 
crop. 
Winter wheat... 
Spring wheat. ... 
All wheat 

Corn 


ye 
Buckwheat ’ 
Total, six cereals .5,565,000 
White potatoes... 431,000 
Sweet potatoes... 63,000 
Tobacco, pounds. 1,083,000 
Flax 18 
Rice 
Hay (‘ame), tons. 
Apples 
Peaches 


30 
75,000 
05 


1914 


The world’s wheat production is, es- 
timated at nearly 500,000,000 bushels 
over last year: 

Bushels 
1914 


Europe 

Canada 

United States.. 
Australasia .... 
India 

All other 




















Business Statistics Record Further 


Improvement 





Commodities High—Bank Clearings Better—Failures Small 


—Iron and 


Steel Active 





O change worth noting in money rates, and 
no indication of any for some time to 
come. Surplus reserves of New York 

banks are now near the high record, having 
been increased by receipt of about $20,000,000 
gold from England, and deposits continue 
greatly in excess of loans. 

Commodity prices remain near the top, show- 
ing only a slight recession for August. These 
two factors—low money and high commodity 
prices—work strongly in the direction of ex- 
panding business. 

Total bank clearings for the U. S. estab- 
lished a new high record for the month in July. 
This was in part due to activity on the Stock 
Exchange. Outside New York the bank clear- 
ings were about the same as for the same 
month in the three preceding years, failing to 
show a normal rate of growth. August clear- 
ings are showing a slight upward tendency. 
It must be remembered that for the rest of this 
year the comparison will be with the war dull- 
ness of 1914, so that increases over last year 
may not indicate any great degree of business 
activity. We continue to import gold, although 
we do not need it. 


Building operations still very dull. Do not 
sympathize with activity in the steel trade. 

The record of business failures shows relief 
from the severe pressure felt in 1913 and 1914. 
Failures have fallen off almost steadily since 
last January and are making a very favorable 
showing. 

The price of pig iron has advanced con- 
tinuously since March, and production has in- 
creased steadily month by month since De- 
cember, 1914. It will perhaps be remembered 
that this column has steadilv predicted this 
movement of prices and production. There is 
no indication that it has reached its climax and 
further advances may be expected. The grow- 
ing prosperity of the iron and steel industry is 
one of the most satisfactory features of the 
business situation. It is to be borne in mind, 
however, that activity based on export orders 
is not as widely beneficial as though it resulted 
from domestic business. 

The price of copper has been sagging slowly. 
Experts are divided as to whether the demand 
will soon revive. 

The crop situation is highly encouraging. 
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Savings Banks 


One Hundred Dollar Bonds 


A Lesson in Investment Efficiency for the Small Investor— 
Making Investments Pay Monthly Wages 





By HOWARD THOMPSON. 


EOPLE OF LARGE MEANS may 

Pp allow much lost motion in the 

handling of their money and they 

can afford to do so, but the man of small 

means should get the highest efficiency 
out of his dollar. 

In the first place the person of wealth 
can afford to let money lie idle for a 
while because when he does put it to use 
he can take greater risks and therefore 
make greater income or profits. The 
small investor cannot properly allow 
money to lie idle because When he does 
put it to work he cannot take large risks 
and therefore cannot make substantial 
profits to cover the idle period. 

Putting it in another way, the small 
investor must get the highest efficiency 
out of his dollar which means that the 
dollar must be working all the time. By 
way of illustration, take the electric light- 
ing business. It is well known that the 
great problem of a great utility plant 
such as i3 in our large cities is to keep it 
working at capacity twenty-four hours in 
the day. It is also a fact that the ave- 
rage electric light plant works less than 
half the time at full capacity. This 
ineans that a great investment is idle 
more that half of the time. If these 
lighting plants could be run at capacity 
tor the full period of twenty-four hours 
the cost to the consumer would be much 
less. But the large waste of time must 
he taken up somehow. And it is the 


consumer that fills the gap. 
lhere is little excuse, however, for the 





one week. 
speculative 


investor’s dollar lying idle 
If the dollar is to be used in 
securities, of course, there are times 
when it is not time to buy, Such an 
occasion may mean that the dollar is to 
lie idle for some time, but that is not the 
question at issue. We are considering 
now the dollar of the small investor who 
buys bonds to hold and who wants his 
money working practically every day. 

The first point about getting the great- 
est efficiency out of the dollar is to put 
it to work earning a reasonable income 
Thousands of investors emphasize the 
idea of safety to such a degree that they 
put their money to work at so low a rate 
as 3% and 4 per cent. by putting it in 
the savings banks. Of course, if a work- 
ing man or person of moderate salary 
wishes to constantly make drafts from 
his savings account this is the proper 
thing to do, since it would entail con- 
siderable trouble and possible loss to be 
buying and selling small bonds every 
few days or weeks. 

But where the saver is gathering his 
money with the idea of putting it into 
the savings bank and always keeping a 
considerable balance there, other ways of 
handling it to better advantage occur 
both in amount and rate of income. 

As to bonds versus the savings banks, 
let us first settle this point to see what 
the question of relative safety develops. 
It is a little understood fact that the 
savings banks of only two or three states 
are really more secure places for the 
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saver’s money than good bonds. There 
are only two states, namely, New York, 
first, and Massachusetts, second, where 
the savings banks laws are so strict that 
the investor could hardly do better with 
his money even under the best of advice. 
The laws of these states are so strict 
that the savings banks are greatly limited 
to what they may buy with the savings 
deposits. 

When we come to the other states of 
the Union the laws are very flexible. 
The reason for the premier position of 
New York and Massachusetts is that in 
these two states the savings banks have 
been most thoroughly developed and the 
need is greatest for safeguarding these 
trust funds. 

There are thousands of investors out- 


bonds in small pieces of $100 or $500. 

As to the amount of income he can 
get, two ways suggest themselves in 
which he can improve on the amount the 
bank allows him; first, one in buying 
the bond himself, thus getting the full in- 
come; second, in putting his money to 
work immediately in the bond. Of 
course, when he puts his money into the 
bank he gets the double safety of the 
bond itself backed up by the bank. But 
over against this advantage he has the 
loss of interest often times for many 
weeks. It works out in this way: Many 
people deposit money in a savings bank 
just after the time of deposit to get the 
interest for the ensuing three or six 
months has expired. 

For years many banks allowed a de- 








TABLE I. 


Showing Loss of Interest if Money is Received January ? and Must Wait for a 
New Interest Period to Begin. 


Money received 
January 2 


At 34% 
$4 


Is idle 3 mos. 
until April 1 


Is idle 6 mos. 
until July 1 
34% 4% 
$8.74 $10 


4% 
$5 








side these states who are laboring under 
the idea that their money in the savings 
banks is so absolutely safe as to warrant 
no thought after depositing it. It must 
be said that in many other states even 
where the laws are not so strict the in- 
telligent savings bank board will not buy 
anything but good investment, although 
where they have the opportunity there is 
no denying the fact that their judgment 
may vary from time to time as to what 
is safest. 

There are states where the savings 
banks may buy bonds that would not be 
mentioned by a financial adviser as_ 
proper for savings funds. In these states 
the depositor gets practically the same 
degree of safety that he himself could 
create; that is, the safety of diversifica- 
tion. His savings bank being permitted 
to hold such a wide range of investments, 
spreads them out and thus gets diversi- 
fication which is generally acknowledged 
to be the foundation stone of safety when 
wisely carried out. The investor him- 
self, however, can do this very thing for 

himself because of the availability of 


positor to bring in money until the 10th 
of January, April, June or September 
which would draw interest from the first 
of the month. Much of this has been 
done away with now, so that in many 
banks money deposited, say on January 
2, lies idle until April 1 or possibly until 
July 1. Now, if this deposit happens to 
be several hundred dollars the waste is 
very great for the depositor. Even if it 
is figured at the rate which the bank 
allows it is large enough, but when 
figured at the rate a good bond would 
return the amount is an important item 
to the small capital owner. 

Tables I and II show just what this 
amounts to for one day and thirty days at 
various rates of interest and what it 
costs to allow $500 to remain idle three 
or more months. 

This article is no argument, it should 
be understood, against the savings bank 
but being a suggestion of investment 
efficiency for the small investor must 
necessarily bring in a factor which looms 
largely in situation—the savings bank. 

In the savings bank the small saver 











SAVINGS BANKS VS. 


$100 BONDS 








TABLE IL. 


Amount of Income $500 Earns at Various Rates of Interest. 
For One Day. 


4% 
$.0556 


344% 
$.0486 


444% 
$.0625 


54% 
$.0763 


5% ° 
$.0694 


For Thirty Days. 


$1.458 $1.668 


$1.8750 


$2.082 $2.289 








puts his money away SAFELY im- 
mediately, but in good bonds the saver 
puts his money 70 WORK immediately 
as well as putting it in safely. In the 
savings bank he gets interest credited 
every six months on his whole deposit; 
in bonds he can have his income every 
month and by a process of reinvestment 
can increase it even more. In the savings 
banks he loses the interest on whatever he 
withdraws for two months and twenty- 
nine days if he wants money on the day 
before the 1st of the month on which in- 
terest is credited if the period be three 
months and correspondingly greater if 
the period be six months. In bonds he 
gets interest right up to the day he sells, 
if he choses to do this, but if he choses to 
borrow on the bonds a large part of the 
interest on the borrowed money is paid 
by the bonds. In this way the efficiency 
of his money is increased three fold. 

So far as the savings bank aspect of 


the matter is concerned the large investor 
dealing in $1,000 units cares compara- 
tively little, for the majority of the in- 
vestors of this class are not interested in 
the savings bank method of keeping their 
money. 

As we have said before the small in- 
vestor must diversify his purchases 
greatly to get the greatest safety. It is 
best for him to consult with a reputable 
investment firm. But that he may see 
just how this matter can be worked out, 
Table III is given to show a large group 
of bonds that may be obtained in $100 
and $500 pieces. They vary in investment 
standing but all of them are very high 
grade investments. It should be under- 
stood that the amount shown as being 
received in the various months represents 
the actual interest received while the 
amount of income ranges from 4.50 per 
cent. on the Norfolk & Western bonds 
(which by the way are legal for savings 




















TABLE III 
FOR THE SMALL INVESTOR 


Group of $100 bonds yielding interest each month. 
Figures given are for a $1,000 bond; $100 pieces get one-tenth of this amount, $500 pieces, one-half. 


RAILROADS 


New Haven Conv. Deb. 6’s.... 

C. M. & St. P. Conv. 5’s 

B. & O. (0. & L. K. Div.) 5’s. 

Nor. & West. Cons. 4’s 

N. Y. Cent. Conv. Deb. 6’s.... 

C. M. St. Paul Conv. 4%4’s 
INDUSTRIALS 

Pocohontas Ist Colats 

Am. Ag. Chem. Deb. 5’s 

Lackawanna Steel Ist Cons. 5’s. 

Central Leather Ist 5’s 925 

N. Y. Air Brake Ist 6's 


- 


$25 


Twin State Gas & EL Conv. '6's.1916 


$25 2 ine en Mew Seok “— 


Jan. Feb. Mar. sa May June July Aug. Sep. Oct. Nov. Dec. 


se ope 
$25 


$20 $20 
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Of course it is entirely possible to 
modify these combinations according to 
the wish of the investor but the one given 


banks in New York State) to 6 per cent. 
the majority of them yielding from 5.25 
per cent. to 5.80 per cent. 








A Suggested Combination to Yield Interest Each Month 


For January and July, Detroit Edison 6s. 

For February and August, Chieago, Mil. & St. Paul 5s. 

For March and September, Balt. & Ohio (O. & L. K. Div.) 5s. 
For April and October, Central Leather Ist 5s. 

For May and November, Lacomb Elec. Co. Ist 5s. 

For June and December, Aberdeen Lt. & Pr. 6s. 








The small investor therefore to make a 
careful and well diversified selection to 
get some income every month could pick 
out the combination indicated herewith: 


would be a satisfactory group with a 
satisfactory average of income and diver- 
sified in a wise manner for the needs of 
the average investor. 








HE greatest mistake that thousands 


of people make is to think that 

they can put their money into 
securities on a hit-or-miss plan and 
come out, somehow or other, all right in 
the end. There are just about ten thou- 
sand facts about investments that a 
thorough expert knows, and with all this 
he cannot be perfect, because he is 
human. 

Imagine therefore, the man who has 
not spent one solid week studying this 
most complicated science, trying to 
put his money away, safely, wisely and 
profitably. The fact is that the majority 
do not try to do this. A great many of 
them do not even seek the advice of an 
expert. They make a bold but ludicrous 
attempt on their own insufficient knowl- 
edge. 

The facts of the case are just these: 
that the more knowledge, experience and 
judgment you bring to bear on investing 
you money the more nearly successful 
you will be. But you nor anyone else 
can be perfect. 

Therefore, do not be surprised if you 
make very bad investments and_ lose 
money frequently if you have not for 
yourself a wide knowledge, considerable 


Practical Talks to Investors 


XXI—Successful Investing Is the Result of Knowledge, Experience and 
° Judgment 





experience growing out of the attain- 
ment of this knowledge and a balanced 
judgment as the result of it all. 

There are so many elements in every 
investment that it takes a fine degree of 
judgment to know which is the most in- 
fluential element. In one case, for in- 
stance, the margin of safety may have 
large bearing, while in another the mar- 
ketability may be a _ greater factor. 
There are perhaps a dozen such ele- 
ments that vary in their intensity in 
every investment. Only experience will 
enable a person to weigh with any de- 
gree of certainty each one of these. 

Even then, the weight of these differ- 
ent elements changes with time. After 
you have used your judgment as to the 
weight of each element, then that judg- 
ment must be kept working all the time 
to know how changing conditions are 
varying the effects of these different 
elements . 

There are no cast iron bound rules 
that hold once and for all in investment. 
It is a human science, and one that keeps 
constantly changing with the times. It is 
a fine art to be a successful investor and 
the product of almost a_ lifetime’s 
study and experience. If you cannot do 
it yourself, find someone that can. 











Making Money 


Coimssettble Bonds 


Part Ll 
Profit-Making Possibilities of Industrials 





By FREDERICK LOWNHAUPT, Author of “Investment Bonds,” Ete. 





Note: In the previous issue the prominent railroad convertible bonds were discussed in a 


general and specific way. 





HE ESSENTIAL difference be- 
T tween the railroads and the in- 
dustrials is just this: that earn- 
ings of the railroads rise and fall like 
the tide—slowly, while the earnings 
statements of the industrials are finan- 
cial acrobats. No better evidence of 
this is available than the present con- 
dition of a great number of industrials 
compared with their position only six 
months ago. Then they were in many 
cases wondering how they would 
scrape out their interest charges. To- 
day their common stocks, which were 
less than a year ago regarded as good 
wall paper, are selling at several times 
the high prices they may have ever 
reached before and the air redolent 
with the talk of dividends, bonuses and 
what not. 


melon-dividends and bonuses from 
companies whose common stocks nor- 
mally sold around $10 a share are fig- 
ments of the imagination. The com- 
panies getting this windfall will sink 
the greater part of profits into .their 
properties, pay off their floating debts, 
get rid of bonded debt wherever possi- 
ble and rehabilitate wherever possible. 
The stockholder will then be told his 
stock is worth more than ever (which 
will be perfectly true) and he can look 
to the future moves in the market to 
get the greater part of his profits. 
These kaleidoscopic changes in indus- 
trial earnings is responsible for a rather 
small crop of convertible bonds in this 
department. The majority of industrial 
bonds have to be made mortgage issues 
and if by reason of an extra inducement 








TABLE L. 
Approximate Investment Yield on Current Prices. 


Bond 


Am. Ag. Chem 
Am. Sm. Sec. 
Consolidated Coal 
Lackawanna Steel 
Otis Elevator 
Westinghouse Elec. ............ 
Diamond Match 
International Paper Co 
Virginia-Car Chem. 
* No active market. 


Rate of Int. 


Approx. 


App. Present 
Price ield 


Due 
1924 92 
1926 105 
1923 100 
1950 80 
1920 2) 
1931 114 
1920 102 
1935 80 
1924 








Of course, the present situation is an 
anomaly and will soon enough pass, but 
when it shall have passed these com- 
panies will be in a much better position 
from this windfall now theirs. It will 
do no harm to prophesy here that 


they are made convertible this privilege 
is in many cases of little value for the 
immediate future. 

On the other hand, in the rail group, 
we find quite a number of convertible 
issues, few of which have any mortgage, 
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TABLE IL. 
Showing Dates and Terms of Conversion. 


Rate of 

Bond Int. 
Bae, Bg, GRAM. 66 cicccvesccccccccsesetetes 5 
Am, Smelt. & Ref. Co... ............00055- 6 
Consolidated Coal ..................0005- 6 
Lackawanna Steel ...................0005- 5 
I es anus kdegaccecesccuaneede 5 
W I ee eck ct tcccccpiaebe’ 5 
Diamond Match ..................0-000005 6 
International Paper ................+++0+: 5 
Virginia-Car Chem. .................005:: 6 


Face Val. Amt. 
of Bonds 
that must be Pres. 
Period of givenfor Price 
Conversion l share of Stock 
Any time 
time? Pfd. stock 100 93 
Prior to August, 1918, 
: faa Am. S. & Ref. stock 1 u 
Prior to February, 1922 105 + 
Prior to February, 1922 100 56 
Any time 100 73 
Prior to June, 1916 100 114 
Prior to December, 1915 100 96 
Prior to January, 1917 100 38 
into Pfd. stock 
Prior to October, 1922 

} into Pfd. stock 110 101 








but nearly all offeiing possibilities of 
profit through conversion or at least 
being a good investment intrinsically. 

While the essential factor affecting 
the value of conversion in either group 
is that of earnings and dividends there 
is much more to be considered among 
industrials than among railroads. The 
railroad business is highly systema- 
tized and uniform. Of course the prop- 
erties vary greatly in their possibilities 
and earning ability, but there is an ele- 
ment of sameness in all. On the other 
hand will be noticed the greatly varying 
character of the industrials. Some 
among the metal group may be very 
strong while at the same time the fer- 
tilizer companies may be suffering 
greatly, as happens to be the case at 
the moment. In the case of the rail- 
roads there is a considerable degree of 


uniformity in the movement of earn- 
ings. In the case of the industrials 
there is great dissimilarity always. 

This variation is in some degree re- 
sponsible for the comparative dearth 
of convertible bonds in this department. 

It would be supposed that where the 
earnings fluctuations are so great the 
chance of the convertible bond would 
be always an attractive factor. It 
would be if the majority of industrials 
were not so heavily capitalized. Their 
heavy capitalization is always a great 
drag on earnings. That is, it has a 
tendency to minimize the possibilities 
of conversion. 

If ever there was a time when the 
industrial convertible should be popular 
it is now when industrial stocks are in 
vogue. If there ever was a time when 
an industrial concern could probably 














TABLE IIL 
High Prices Reached by Stock in Years Shown.* 
Price Year Dividend Present 
Paid Dividend 
Air, Be, CRO. 505 s..cs0ccecccess. 104 1912 6% 6% 
Am, Smelt. & Ref. ................ 174 1906 1% 2% 
Consolidated Coal ................. 118 1909 8% 6% 
EE As Ee Oe 55 1912 ite ide 
 Wastinghon Elevator .........6:eeeseeeeees (a) 4 10% oa 
1 SPR ere 
Diamond Match ...............+++- 127 1910 6% 6% 
International Paper ............... 95 1899 6% 2% 
IE icin cease cweeeenes 129 1910 8% 8% 


* Fractions omitted. 
(a) Record not kept. 
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finance through this method it would 
seem to be now. But again neither is 


the case. The industrial convertible to 
the majority of investment buyers is 
not as popular just now as the stocks 
are with others. 

For that reason we shall study the 
principal issues briefly. In Table I 
there is shown the investment position 
of the various issues. Aside from the 
abnormally low yield of the Westing- 
house issue which is due to special cir- 
cumstances, and possibly the American 
Smelters Securities 6s the remainder 
stand at about a normal level for an in- 
dustrial bond of their character. Just 
as it is with railroad issues the, yield 
and prices of these bonds show an inti- 
mate connection with the market posi- 
tion of the stock. 


In Table II is shown the great varia- 
tion in the market position of the dif- 
ferent stocks. In some cases the con- 
version privilege seems hopeless, in 
others it will be seen the price of the 
stocks and bonds keep at a parity while 
in several there is a glimmer of pos- 
sibility that the conversion privilege 
may be profitable if business and gen- 
eral market conditions keep up in the 
way they are now going. 

As a final gauge of the possibilities 
of conversion we have in table III the 
former prices of the stocks, the year in 
which these prices were reached and 
the present dividend. In the thumb- 
nail studies following we shall see more 
precisely the relation between these 
dividend rates and the prices and pros- 
pects. 





Analytical Essentials of 


Industrial Convertibles 





AMERICAN AGRICULTURAL CHEMICAL 


Here is a bond with possibilities. The con- 
version privilege ought to be of some value 
for the reason that the stock is selling around 
93, about the same price as the bond, while the 
conversion privilege may be exercised at par. 
Since the stock has been at 104 at a time when 
the company’s business was much better, there 
is every reason to believe that this is not the 
last time the fertilizer business will have a 
large business. Just now the fertilizer busi- 
ness is poor, but if in the face of such condi- 
tions the stock stands around 93 and the bonds 
at the same price yielding the handsome return 
of 6.25% there is a very good possibility that 
when the South comes out of its unfortunate 
condition due to the war and the crop regions 
get their money for the big crops this year this 
company will again show big earnings and its 
stock go much higher. 


AMERICAN SMELTING & REFINING 


Here is a big chance for —y profits. Bonds 
selling at 105, the stock at 81 (August 10), 
company doing an enormous business in smelt- 
ing with prospects for a bigger business for at 
least two years, coupled with the fact that it 
is only paying 2% dividends now, and paid 7% 
a few years ago when business was booming. 
Sup se the company paid 6%, a not entirely 
unlikely proposition, this stock in a big mar- 
ket would very likely go to 115 at least (it 
went to 174 in 1906 on a 7% dividend), and the 
rofits from conversion would be handsome. 
t is somewhat of a chance, but if it did not 
work out exactly that way the yield from the 
bond, which is very good security, would be 
ample compensation in the meanwhile. 


CONSOLIDATION COAL 
The stock of this company is not an active 





issue and the conversion privilege is not one 
that can be followed with great accuracy. The 
company gives out some report, of course, but 
the coal business fluctuates considerably. This 
company is one of the nae coal producing 
concerns, and while its stock is paying 6 per 
cent., per annum, it is closely held and has not 
been traded in on the New York Stock Ex- 
change so far in 1915. While the compan 

earns more than enough to pay the dividend, 
the situation is not such as to warrant the be- 
lief that large possibilities lie in the conversion 
of the bonds into stock, the conversion price 
being 105. The stock is hardly worth more 
than that price. 


LACKAWANNA STEEL 


There is a long cry between these bonds and 
conversion. The stock around 56 is a doubtful 
factor. True, the company is earning better 
than for some time, due to ing a big slice 
of the war orders, but it will be a very long 
while before it is really worth par. Estimates 


run as high as 5 per cent. to be earned for 


the common this year, but if it paid this full 
amount, which is not likely, the stock would 
not be worth par. There is no likelihood of 
the conversion privilege being worth anything 
for a long time. The bonds should, be bought 
only on the investment merits. 


WESTINGHOUSE ELECTRIC 

Convertible at par, these bonds keep pace 
with the stock in the market. While this con- 
dition lasts there is nothing to be gained from 
buying the bonds. At so high a price the in- 
come is very low. If the stock dropped con- 
siderably the bonds would go also, leaving the 
holder of these bonds in an uncomfortable 
position. On the other hand, if the buyer of 
bonds feels he does not mind taking only 3.82 
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per cent. on his money for the sake of a chance 

that the stock will go higher than at present 

price, he may rest assured he has a very good 
nd. 


DIAMOND MATCH 


These are very inactive bonds and the stock 
is not an active issue either. They are almost 
altogether held and traded in on the Chicago 
market. The stock seems to be a confirmed 
6 per cent. issue and is so near the conversion 
price of par that some flurry of good business 
in the company would undoubtedly lift it 
through par. hether it will go to 127 again 
for some time is a question. It has only 6 
points to go to meet the bonds. The buyer of 
these bonds therefore would get a good in- 
come, a good bond and the chance of the stock 
rising 6 points to make the conversion privilege 
valuable. 

INTERNATIONAL PAPER 


A hopeless case. There is no more chance 
on visible evidence of the company’s preferred 
stock going to par than there is of Bethlehem 
Steel common selling at 25 again. The com- 
pany is in a business that lives from hand to 
mouth and is always poor. It has so much 
competition and profits are so small that par 


away. 


for the preferred to all appearances could only 
come as the result of some cataclysmic change 
in its business outlook. The bond is now and 
forever almost nothing more than an invest- 
ment proposition. 


VIRGINIA-CAROLINA CHEMICAL 


This is one of the best prospects among 
convertibles. The company is fundamentally 
a sound proposition, and once the South comes 
back to its state before the war, so far as cot- 
ton-growing is concerned, and once the money 
for the present big crops gets into the hands 
of the farmers all over the country, this com- 
pany will get back its prosperity and the stock 
will be worth a whole lot more than it is at 
present. The stock looks like an 8 per cent. 
dividend payer again. Only recently this rate 
was resumed in cash. The stock is now around 
101 with the conversion privilege only 9 points 
If it shows to be on an 8 per cent. basis 
for some time to come it should sell higher. 
There is an excellent chance of it getting 
through 110, when the bonds would become a 
good trade for the stock. The prospective 
buyer would have to hunt hard for the bonds, 
however, as they are very scarce in the market. 
They are tightly held. 








For the Alert Bond Buyer 





FOR the alert bond buyer there has 
been a veritable bonanza in the bond 
list-over the past three months. All he 
had to do was to jump into the bonds 
behind an advancing stock and presto, 
the market did the rest. Numerous in- 
stances of this abound through the 
market. The alert investor jumped into 
Bethlehem Steel refunding 5s around 
90—he now has $100 profit per bond in 
less than two months. He jumped into 
Lackawanna Steel 5s around 70, pos- 
sibly 65 and now he is $100 or more per 
bond ahead. He jumped into Westing- 
house convertibles in the early nineties 
and has an enormous profit likewise. 
Some of these bonds may not be paid 
off or called as has been suggested, but 
at least their resting place will be for a 
long time to come far above the old level. 
The conterns will be in ntuch better 
financial position after all this war busi- 
ness is over, the bonds will have a larger 
margin of safety in various respects and 


will enjoy a better market position. 

There have been some magnificent op- 
portunities of this kind throughout the 
bond list which the student or far seeing 
investor could have coined into handsome 
profits only a short while ago. 

Just how much picking still remains 
is a question. If all the stories about 
profits and war orders are only approxi- 
mately true there is still much in some of 
the bonds. If Lackawanna Steel, for in- 
stance, can earn 5 per cent. or more on its 
common stock its bonds now 80 are 
worth a little more. There are not so 
many to be mentioned, of course, because 
many of these war orders companies 
have no bonds, out but a comparison 
with previous high points on some of 
their issues should give a fair idea as to 
what may be expected. At any rate, 
buying for investment, the investor can- 
not go far.wrong on the theory that the 
prosperity of the companies will give the 
bonds a better position in the future. 





W HATEVER advantages inside interests may have 
compared with the ordinary investor, there is a 


wealth of opportunity left over for him. 




















The Value of Rock Island 


Securities 





(Note: This article is the substance of an interview with a prominent railroad man who is 
in touch with the Rock Island situation and speaks with first hand knowledge of the conditions 
of the property and of the prospects for its securities.—Editor.) 





HERE is no other railroad situa- 
tion in the country about which 
there is so much personal bitter- 

ness and conflict of opinion as about 
the Rock Island. 

In the first place the country is 
acutely antagonistic to the Reid-Moore 
group that has dominated the property 
for over a decade. Unquestionably 
these men represent a kind of railway 
operation and finance that is rapidly 
passing. There is no good in it and the 
sooner we are done with it the sooner 
will the railroads as a whole get justice 
from the people. The railroads have 
deserved what they have got, but un- 
fortunately when the public punishes 
the railroads it punishes itself, for the 
public owns the railroads. Some 
600,000 stockholders, mostly. Ameri- 
cans, own $8,600,000,000 of railroad 
shares. Then consider the interest that 
every savings bank depositor and every 
insured man has in railroad stocks and 
bonds. Then, too, railroad credit is one 
with general prosperity and there can 
be no enduring return of prosperity 
while steam transportation has less 
than normal efficiency or purchasing 
power. 

The Reid-Moore group seem to have 
learned nothing of all this, and in their 
present struggle with Amster have used 
the same out-worn, high-handed, pub- 
lic-be-damned policy that long ago be- 
came ancient history in Erie and New 
York Central. The result is bound to 
be a change of control, sooner or later, 
just as in Missouri Pacific. 

However, it is yet to be proved that 
this crowd made more money than they 
lost in Rock Island; and it is yet to be 
proved that they did not do right in 
throwing the road in _ receivership, 
although the way in which they did it 
was characteristically bad. As a mat- 


ter of fact, the road had to go; it is ab- 
solutely insolvent. 

Now when Amster made his great 
hue and cry about the wrecking of Rock 
Island, he got a lot of sympathy and 
some support because he was attacking 
an unpopular management. He made 
the rounds of Wall Street and tried to 
enlist some backing, but he has yet to 
show that he ever made any real in- 
vestigation of the property, or that he 
has a true knowledge of conditions or 
any solution of the present problems. 

The receivers have issued a state- 
ment showing the estimated cash posi- 
tion of the company for every month 
from July till next January second ; and 
on their own estimate they will hardly 
more than break even on necessary ex- 
penditures, including the payment of 
bond interest, even after borrowing 
$2,500,000 additional on receivers’ cer- 
tificates. That spells insolvency if 
nothing else did. 

But a cash income account and a true 
income account are not one and the 
same; nor a cash income account and 
the approximation of a true income ac- 
count now required by the Interstate 
Commerce Commission. Recent Rock 
Island accounts are a fine illustration of 
the fact. The Rock Island has for some 
years been making advances to the 
Trinity & Brazos Valley (of which it 
was the half owner) to make up its 
share of that road’s annual operating 
deficits. Interest on these advances, 
amounting to $220,000, was credited to 
Rock Island, although it is hard to 
imagine this bankrupt subsidiary pay- 
ing real money on these advances. 

There have been a number of intelli- 
gent financial writers who have issued 
quite heated circulars and articles pur- 
porting to show that the true condition 
of things is much better than supposed. 
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Their sympathies have been worked on. 
The true income account over a period 
of years is much less satisfactory than 
the reported income account. 

Maintenance has been abnormally 
low even allowing for the fact that 
traffic density and operating conditions 
on the Rock Island admit a lower 
maintenance than many of its com- 
petitors receive. Traffic and transpor- 
tation expenses have been high in pro- 
portion to maintenance and the service 
rendered has been a discouragement to 
shippers and the traveling public. No- 
body takes the Rock Island from West- 
ern points to Chicago if there is a com- 
petitive road. 

Granted that an adequate mainte- 
nance would lessen transportation costs 
I estimate that for years the road has 
been skimped $2,000,000 a year in op- 
erations. 

So far as I have seen all these crit- 
ics who are indignant at the receiver- 
ship and try to figure out solvency for 
the road are blissfully ignorant of the 
fact that in the recent income accounts 
there has been no charge for deprecia- 
tion of equipment worth speaking of 
(until this past fiscal year) and no 
charge for payment of maturing equip- 
ment obligations. These obligations, 
then, have been met by temporary bor- 
rowing, just as the receivers. are now 
helping to meet all their cash require- 
ments in excess of income by temporary 
borrowing on receiver’s certificates. 
These maturities have amounted to 
more than $2,500,000 a year, so these 
estimates of solvency are wrong to the 
minimum extent of $2,500,000 a year. 
Beginning with this year the Commis- 
sion is requiring a separate equipment 
depreciation charge so that Rock Is- 
land can no longer conceal its full de- 
ficiencies in this respect. It will prob- 
ably charge an average of about 2% 
per cent., although its better competi- 
tors will charge between 3 and 4% per 
cent. 

Under such circumstances Unter- 
meyer’s petition for the payment of 
interest on the debenture 5s, due July 
15, was unjustified, and it is hard to 
imagine Judge Carpenter granting the 
petition. To grant it would be to 





work injustice to the refunding 4s, for 
in order to pay this interest it would 
be necessary to borrow money on re- 
ceiver’s certificates that wouldn’t be 
marketable unless they were given a 
claim on the property prior to the re- 
funding 4s. 

It is even possible that interest will 
cease temporarily on the refunding 4s, 
which would be the next (and only 
other) issue that could be affected, for 
the saving of 2% per cent. on $20,000,- 
000 debenture 5s gives only $500,000 of 
relief over a critical six months’ period, 
whereas 2 per cent., on about $100,- 
000,000 refundings, more or less, is 
about four times as much. 

But the big question is not what is 
going to happen to interest payments 
this fall, but what will be the weight 
of the burden each class of security 
will have to bear in reorganization. 

In the first place, it will shock many 
people to learn that McKenna was not 
far wrong in his estimate that about 
$50,000,000 of new money would have 
to be raised. By city ordinance $5,- 
000,000 must be spent in three years 
in track elevation in Chicago. De- 
layed equipment repairs will take $2,- 
000,000 ; changes of line and grade $10,- 
000,000; freight yards, shops and ter- 
minal rearrangements additional amount- 
ing in all to over $20,000,000 on the 
physical property. Then $4,000,000 of 
receiver's certificates must be paid off, 
as well as a $2,500,000 note to the Cen- 
tral Trust and $1,500,000 more to the 
Bankers Trust. Next February $7,- 
500,000 notes fall due and provision 
should be made for $1,500,000 notes 
due May 1916, as well as court costs, 
which may run from $500,000 to $1,- 
000,000, and equipment maturities of 
about $2,000,000 in 1916 and 1917. 

The burden of meeting this say $40,- 
000,000 subscription falls on $75,000,000 
of stock and $20,000,000 of debentures. 
There are no small issues in any real 
sense junior to the next grade of debt, 
the Refunding 4s. The Refunding 4s 
are so large an issue and under the 
leadership of such a real “bond house 
that they are in a position to dictate 
terms—to take over the property if 
necessary. They are not hampered by 
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one of these professional railroad un- 
dertakers whose principal interest is in 
making commissions rather than in re- 
claiming the property for the creditors. 

Therefore if the Refunding 4s should 
pay any small assessment in cash they 
could give themselves securities that 
would amply repay them; but the cnly 
safe assumption is that the stock and 
the debentures must raise the money. 

If both shares and debentures were 
assessed 40 per cent.—$40 a share and 
$400 a bond—you would raise only 
$38,000,000 or less than is really re- 
quired. 

Now this new money might be rep- 
resented by income bonds and the pres- 
ent debentures ‘by preferred stock. 
Rased on present record business for 


the road, and substantial operating 
economies, it requires great optimism 
to construct a true earnings statement 
that will show interest on the new 
money and full dividends on preferred 
stock, much less for the common. 

Under the circumstances it is hard 
to see a value of $14 (plus a $40 mini- 
mum assessment) in the present stock 
or of $400 in the debenture 5s. As for 
the refundings, they are now selling 
close to an 8 per cent. basis, and al- 
though they may go lower when the 
crash comes, especially if they are hit 
for a time, it is difficult to see how in 
the long run one can lose any interest 
or principal. In view of the above, hold- 
ers of these securities should see their 
course clearly. 








Bond Inquiries 





Illinois Steel Deb. 


Illinois Steel Debenture 6’s are a good 
investment. This is a subsidiary of the 
Steel Corporation. You need not hesitate in 
buying this security. Of course, in spite of the 
fact that there is such large earning power 
back of the interest on these bonds, it must be 
classed as a business man’s investment. 





Westinghouse E. & M. 


I hold a certificate of deposit for convertible 
sinking fund 5 per cent. bond of the Westing- 
house E. & M. Co. and presume this will en- 
title me to one of the new Westinghouse E. & 
M. Co. bonds, when issued. I note, however, 
that the certificates are quoted at (July 27) 
10474, and the bonds on the Stock Exchange 
(when issued) at 110. I cannot understand 
why the certificate of deposit should sell so 
—_ = than the bonds when issued.— 


The reason why your certificate of deposit is 
selling around 105 is because that is the price 
at which the bonds are to be paid off. Your 
certificate does not entitle you to a new bond. 
Only the stockholders can get the new bonds 
directly. The new bonds being convertible 
par for par, and the stock selling around 112 
now, the price of the new bond stays equal, 
and moves up and down with the stock. 





St. Louis & San Francisco 


_Is it advisable to sell the St. Louis & San 
Francisco general lien 15 to 20 year 5 per cent. 
Bankers Trust Ct. at this time, or would you 
hold them for the readjustment and continue 
to lose the interest?—G. H. L ¥. 


If you think you can use the money to good 
advantage to make up the loss in your general 
lien bonds, it would be well to sell them. It 
will be a rather long pull before you will be 
able to get out of the bonds even, especially if 
you paid high for them. We believe that in 
time you could make up your loss in these 
bonds by going with the reorganization, but 
feel you should understand that it would be 
quite a pull. 





Three Ry. Bonds 


Will you please name two or three railway 
bonds making fair return on money without 
jeopardizing their safety and are legal invest- 
ments for savings banks in New York State? 
Also two or three good public utility securities, 
something safe as to principal — | interest.— 
R. E. W., Pa. 

Three bonds suitable for your purpose, and 
legal for savings banks in New York State 
are: 
Chicago, Milwaukee & St. Paul general and 
refunding 5’s of 2014, yielding around 4.85 
per cent. 

Norfolk & Western Ry. 1st Consolidated 4’s 
of 1996, yielding around 4.57 per cent. 

Northern Pacific Ry. Prior Lien 4’s of 1997, 
yielding around 4.48. 

Also American Telegraph & Telephone Col- 
lateral Trust 4’s of 1929, yielding around 5.20 
per cent.; Cincinnati Gas. Trans. Co., guaran- 
teed Ist 5’s, yielding around 5.15 per cent.; and 
Washington, Alex. & Mt. Vernon Ry. Ist_5’s 
of 1955, yielding around 5.85 per cent. The 
first four mentioned bonds can be bought in 
open market, and the last two are on the list 
of A. B. Leach & Co., 149 Broadway, New 
York. 




















PUBLIC UTILITIES DEPT. 








United Light and Railways 


Policy Commended—Prospects Analyzed—Valuation of Stocks 





By PAUL CLAY 





HE UNITED LIGHT AND RAIL- 
WAYS COMPANY, like many 
other public utility concerns, has 

three main branches of business—gas, 
electric lighting and street railway— 
operating plants in widely separated 
cities which have no commercial rela- 
tion to each other. But unlike the 
great majority of other general public 
utility concerns, this company fur- 
nishes very satisfactory annual re- 
ports. Indeed, the investor has tio 
complaint to make; for he is not left 
in doubt as to assets, earning power or 
capitalization. He is informed of the 
essential facts not only in regard to 
the parent concern, but also in regard 
to its subsidiaries. Whether he buys 
stocks, notes or bonds of either parent 
or subsidiaries, he knows, or can know, 
just what he is getting. 

There are other public utility con- 
cerns which give full information re- 
garding the earnings or financial con- 
dition of the parent company; there 
are some which give the details re- 
garding the subsidiaries ; and there are 
some which give either enlightening 
income accounts or else enlightening 


balance sheets, but not both—but 
there are almost none which treat the 
investor with such frankness and 


squareness as United Light and Rail- 
ways. 

Taking up the income account, it 
first shows the gross earnings, operat- 
ing expenses and charges of the sub- 
sidiaries as a whole. What is left be- 
longs of course to the parent concern ; 
and there is then shown the gross in- 
come, expenses and charges of the 
parent concern itself. By separating 
the accounts in this manner the posi- 
tion of the various subsidiary and 
parent securities is clearly defined. 
Otherwise expressed, the securities 





necessarily have a certain fixed order 
of priority, and this company states 
the earnings or income in a parallel or- 
der of priority. Hence, instead of hav- 
ing to guess at the position of any of 
these securities, one can easily learn 
the facts by merely giving close at- 
tention to the annual report. 

The balance sheets are equally com- 
mendable. The items are clearly 
stated instead of being bunched in 
groups covered by ambiguous names. 
No one need be in doubt as to total 
capitalization, current assets, current 
liabilities, or net working capital. The 
capitalization and earnings of all the 
important subsidiaries are separately 
stated, so that one can find out exactly 
what are the merits, for example, of 
the Tri-City Railway and Light 5s of 
1923 upon the basis of the assets and 
earnings of this subsidiary itself, and 
without regard to the situation of the 
parent concern. It somietimes hap- 
pens that a subsidiary stock or bond 
obtains an undeservedly high reputa- 
tion from the good standing of the 
parent concern, or vice versa. It is 
therefore a great advantage to the in- 
vestor to know the financial standing 
of both parent and subsidiary. 

In giving a square deal to the in- 
vestor this company surely sets a fine 
example, but by this it is not meant 
that its statements are absolutely free 
from misleading technicalities. Cor- 
porations, like individuals, are never 
without some faults. One of these mis- 
leading technicalities is the inclusion 
of $1,006,090 of the first refunding 5s 
of 1932 among the current assets of 
the company. Now a company’s own 
bond is no more an asset to itself than 
it is a liability. After it is issued it is 
a liability, but before it is issued it is 
nothing at all except a permit from the 
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stockholders to the directors to con- 
tract a debt in the name of the com- 
pany. If a company’s own bond is an 
asset to itself, then all any company 
has to do to get rich is to authorize a 
sufficient amount of bonds and hold 
them in the treasury. Upon the same 
theory any of us can get rich in five 
minutes by writing and signing a note 
for $1,000,000 and putting the note in 
our safe deposit vault. This is not an 
infrequent technicality in balance 
sheets; but to consider it as anything 
more than a meaningless technicality 
of bookkeeping is simply absurd. 

In this case it is objectionable in an 
otherwise praiseworthy policy toward 
the stockholder, since it makes the 
financial position of the company to 
appear a great deal stronger than it 
really is. Including these mythical 
paper assets among the current assets, 
the latter totals $2,403,097 as com- 
pared with total current liabilities of 
$2,497,127. Thus the net current debt 
as of December 31 appears on the 
books to be only $94,030, whereas in 
fact it is $1,100,120. 

The reader, however, should not be 
shocked; for these points are ex- 
plained merely in making the financial 
status of the company clear, and not 
with the intention of any severe criti- 
cism. Indeed, the balance of this ar- 
ticle might be completely filled up with 
the names of other reputable corpora- 
tions which indulge in similar techni- 
calities. Furthermore, with a com- 
pany like this which states the items 
in its balance sheets so clearly, one can 
find but little fault since any intelli- 
gent investor is certain instantly to 
notice the $1,006,090 of water in the 
current assets; and therefore he has 
only to deduct this amount from the 
nominal current assets in order to find 
the realassets. About the only way in 
which a company’s own bond may be- 
come an asset to itself is that after 
having been issued to investors it may 
be repurchased and kept alive in the 
sinking fund. The sinking fund with 
this bond does not begin to operate un- 
til 1917, 

During the past year the company’s 
financial position has considerably im- 


proved in face of the general depres- 
sion of business. At the end of 1913 
the current assets were about $1,460,- 
056 against current liabilities of $2,- 
795,92U, so that the net debt was about 
$1,335,864, as compared with only $1,- 
100,120 on December 31, 1914. The 
company is steadily making paynients 
out of earnings into its “maintenance 
and depreciation reserve.” This re- 
serve fund probably consists of gen- 
uine assets, and might therefore be 
considered in connection with the 
question of working capital. That is, 
the reserve fund might count as a sort 
of an offset to the net debt or the ex- 
cess of current liabilities over current 
assets. At the end of 1913 the net debt 
exceeded the surplus and reserve funds 
by $58,267 ; but at the end of 1914 these 
funds exceeded the net debt by $379,- 
441. Here was a gain of $437,708 in 
the financial position of the company 
in a single year, and it must have been 
genuine since the surplus after divi- 
dends was almost the same amount, 
being $410,710. 

The objection to considering re- 
serve funds as an offset to net current 
debts is that these funds, although en- 
tirely genuine, do not consist of liquid 
assets. In this case the funds, judging 
from the balance sheets, have already 
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been invested in plant construction and 
the like, so that they are not available 
for any other purpose. Still the need 
of liquid capital is not so great as it 
would be if large amounts had not al- 
ready been invested in plants and im- 
provements. 

As to earning power the company is 
very fortunately situated. Gross earn- 
ings, even in the war panic year 1914, 
showed a moderate increase. This is 
especially gratifying in view of the 
jitney competition ; and such competi- 
tion applied to a good share of the 
company’s gross business. Of the ag- 
gregate earnings probably a little 
more than one-half is derived from the 
street railway business. This fine 
showing was due in no small part to 
the happy location of the company’s 
plants. It has not a single large plant 
located in a territory which has been 
seriously hurt by the war. Most of its 


states which were greatly affected, gas 
and electric lighting companies kept 
right on prospering. Thus the locality 
of the plants of this company saved it 
from loss last year, and should enable 
it to make substantial gains the pres- 
ent year. 

In viewing the record of earnings it 
must be remembered that in the latter 
part of 1912 and the early part of 1913 
the company acquired substantial 
new properties—which accounts very 
largely for the increase in capitaliza- 
tion, and partly for the increase in gross 
earnings. Some of the more interesting 
items are contained in the table presented 
on this page. 

The earnings on the common are 
computed by allowing 6 per cent. on 
the second preferred instead of the 
rates actually paid, since this second 
preferred is now convertible into 
either first preferred or common at 








properties are in the big grain sections par. Presumably it is all being con- 
Ey 
Essential Statistics. 
1914 1913 1912 

Aggregate gross earnings .................2....-- $6,166,959 $6,054,224 $5,321,681 
Gross income, parent company.................-. 1,507,232 1,449,270 806,394 
Balance for parent dividends...................-- 936,783 964,793 574,089 
Per cent. on first preferred.................000+-- 12.02 12.53 11.58 
Per cent. on second preferred.................... 22.36 24.96 12.13 
Per cent. on common................eeeeeeeeeee: 4.93 5.83 3.49 
Oe ee eee 7,794,890 7,700,600 4,958,400 
Second preferred stock...............ceeceeeeeeee 2,120,263 2,133,700 3,005,280 
tn CEG GS) coccac ad dbleadecedee<e 7,029,700 6,933,000 5,287,500 
System capitalization ..................0ceeeeeees 44,158,602 ee > aakaee. 
Parent capitalization ..................eeeeeeeees 25,665,853 24,216,300 18,272,180 








of Iowa and Illinois, and the remainder 
are in lower Michigan, Indiana and 
Tennessee. 

Of the four in Michigan, two are lo- 
cated in the fruit belt on the western 
side of the state where the depression 
in the copper industry counted for 
nothing. The other two are in Cadillac 
and in Grand Rapids, which are manu- 
facturing centers, whereas the copper 
industry is located in the upper penin- 
sula. The lower peninsula, excepting 
its manufacturing industries, suffered 
very little from the war. The Chat- 
tanooga plant is a gas concern, and has 
been doing well right along. Tennes- 
see was only slightly affected by the 
war slump in cotton, and even in the 





verted into first preferred, since the 
first pays 6 per cent. and the second 
only 3. With the second preferred al! 
converted into first, the capital stock 
would consist of about $9,915,100 oi 
preferred stock, and $7,029,700 of com- 
mon stock. 

Before estimating the earning power 
of these stocks one must make allow- 
ance for the new financing required to 
place the company in a moderately 
good position. It has already been ob- 
served that the net debt, or net excess 
of current liabilities December 31 was 
$1,100,120. This needs to be wiped 
out, and in addition the company 
needs enough new money to give it a 
moderate amount of working capital. 
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For a public utility concern, an amount 
equal to 10 per cent. of the yearly 
gross receipts would probably be suffi- 
cient. This, upon the basis of last 
year’s business, would be $616,696 ; and 
the total new capital needed may thus 
be estimated at $1,716,700 or there- 
abouts. 

This new capital could probably not 
be obtained at a cost to the company 
of less than 8 per cent. Even in Jan- 
uary, 1915, when investment bankers 
sold on behalf of this company $1,500,- 
000 6 per cent. gold coupon notes run- 
ning from three to five years, the 
notes were resold to the public on a 
6% basis; and in figuring the cost of 
the capital to the company the bank- 
ers’ commissions must be added. 
Probably the cost to the company ex- 
ceeded 8 per cent. Now 8 per cent. on 
the above estimated amount of new 
capital needed would be about $137,- 
337, and deducting from this 5 per 
cent. on the present net current debts 
of the company, as an allowance for 
the interest which is now presumably 
being paid on current loans—it may be 
estimated that the new capital needed 
would increase yearly interest charges 
by about $82,331. 

In arriving at present earning power, 
the 1915 gains in gross and net earn- 
ings are an offset to this allowance for 
additional interest. It is not intended 
to state that interest charges actually 


will be increased to this amount, but 
only that in arriving at the true earn- 
ing power of the stocks, one must 
credit to the latter only that portion of 
net income which would not be con- 
sumed by interest charges if the com- 
pany had outstanding enough bonds 
and notes to fully supply it with the 
needed capital. Earnings of the elec- 
tric lighting subsidiaries are running 
about 9 per cent. of a year ago, and in 
view of the fact that jitney competi- 
tion in Iowa and Illinois has been sup- 
pressed by legislation, it is fair to esti- 
mate that street railway net earnings 
are at least 6 per cent. ahead of last 
year. This would mean an average 
gain of 7% per cent. in net earnings, 
and the amount of the same figures 
out about $177,700, as compared with 
additional interest allowances of $82- 


In short, the present earning power 
of the preferred stock may be placed 
at $1,032,200; and with all the second 
preferred converted this would mean 
10.41 per cent. on the one class of pre- 
ferred stock. The balance for the com- 
mon is thus estimated at $437,300 or 
6.22 per cent. Now public utility stocks 
usually sell at 10 to 17 times their 
yearly surplus earnings per share. On 
the basis of earning power, therefore, 
United Light and Railways stocks, 
both preferred and common, look quite 
cheap. 
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Reasons for Present Low Levels—Prospect for Future 





Public Utilities 


Bargain Prices 





By JOS. T. N. DUNBAR 


ITH THE SPECTACLE of 
seemingly endless advances in 
the prices, the “war order” 

stocks ever before them, investors 
have’ become dazzled and amazed. 
Probably no time in the history of the 
world have such chances for profit been 
presented. Neither is the time within 
memory when so great a number of in- 
vestors have joined the ranks of the 
speculators. 

But of course it is not to be expected 
that this newly born speculative ele- 
ment has been permanently converted 
to the risks and hazards of speculation. 
Rather, it is safe to say, having real- 
ized goodly profits in a short time not 
a few of the fortunate ones are seeking 
other fields. Here it is that their inher- 
ent desire for soundness and stability 
in securities will assert itself. 


Safety First 

Looking around the various markets 

one sees on every side prices which less 
than a year ago would be considered 
‘abnormal. For this reason many of 
the long headed investors are taking 
their profits, despite the general impres- 
sion that higher prices are certain, 
breathing the old time philosophy “let 
the other fellow have some of the 
profit.” 

But where are they to turn their 
profit? Some of it goes into saving in- 
stitutions, no doubt. But investors are 
seldom satisfied with the clock-work 
ogy | of 4 per cent. per annum in- 
terest. They seek for something that 
will bring a higher return without sac- 
rificing the principle—‘“safety first.” 

Opportunities in Utilities 

With this end in view, investors in 

scanning the various classifications of 


stocks will find that, least of all, the 
public utility securities have partici- 
pated in the heaven-ward rush of prices. 
For illustration, the table on the following 
page is offered. 

In this table the investor will find listed 
a number of well-established utility 
companies whose prices are, for the 
most part, below those of a year ago, 
but whose intrinsic value is greater, 
making it reasonably certain that 
higher prices can be expected. 


Why the Low Prices? 


The first question which occurs in the 
mind of the reader is why such low 
prices exist in the utility stocks when 
the companies are generally showing 
increased earnings. 

The reasons are not hard to find and 
the most important is probably more 
artificial than real. In a few words, it 
is probably the lack of market leader- 
ship more than anything else that is 
keeping the utility stocks at low prices. 
On prospects alone many of the issues 
listed above may be said to be worth 
considerably more than their present 
market prices. 

In some cases the low prices are di- 
rectly attributed to the fact that divi- 
dends have been discontinued on the 
stocks, as at the outset of the war, many 
utility companies anticipated the dis- 
turbed conditions which would follow 
and very conservatively and wisely re- 
frained from making disbursements on 
the stocks. The money thus conserved 
was prudently spent on improvements 
to properties and additions. 


Money Wisely Spent 


What was the result? When, a few 
months later, this country was literally 
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swamped with the industrial activity 
occasioned by the European war, man- 
ufacturers required more light, heat 
and power—and the utility companies 
were in a position to handle the in- 
creased demand on their output without 
any considerable increase to property 
and without having to borrow money 
at the high rates prevailing. 

Of course, the money thus spent on 
properties will, when’ times are more 
propitious, revert back to the stock- 
holders as such expenditures will then 
be capitalized, and when securities can 
be sold on favorable terms, the treasury 
will be reimbursed. 


dented manufacturing activity in its 
territory. This can be said of many 
other companies, and the statement 
finds proof in the monthly reports of 
earnings which are showing increases 
with each subsequent month. 


Stability of the Companies 


An analysis of the three investment 
sources furnishes the startling fact 
that utility companies are more stable 
than either railroads or industrials. 
Probably their newness which permits 
profiting by the mistakes of the older 
companies, has something to do with 
the tavorable record. 








SHOWING RELATIVE POSITION OF PUBLIC UTILITY STOCKS 


Present Prices 
(about) 
Bid Asked 


—————Hiigh Pri 


1915 1914 1913 1912 


35 American Public Utility, common 66 


15% Adirendack Electric, common 
47 Cities Service, common 

i Columbia Gas & Electric 

30 
25 Ozark Power & Water 


45 Pacific Gas & Electric, common 


Northern States Power, common 


21 


7 Standard Gas & Electric, common 


13% Utah 
40 


17 Western Power, common 


13 Toledo Traction, Light & Power, common.... 
Securities 
United Light & Railway, common 








New Business 


The past six months have witnessed 
a boom in the demand for electric and 
gas light, heat, and power the like of 
which has seldom been witnessed in 
the history of the country. Practically 
every company has felt the rejuvenat- 
ing effect of the improved industrial 
situation. 

_For example, take the Toledo Trac- 
tion, Light and Power Company, a 
Cities Service subsidiary, which has 
had to install two new generators in 
order to produce sufficient electricity 
to meet the demand. Manufacturing 
companies in and around Toledo are 
working day and night on European 
orders and naturally have had to in- 
crease their use of power. 

The Dayton Power and Light Com- 
pany, in its June earnings, evidenced 
the increased use of power that has 


Over a period of thirty years of re- 
ceiverships in corporations in which 
the public has had considerable interest 
it is discovered that out of every $100 


invested, industrials averaged $2.04, 
railroads averaged $1.87 and gas and 
electric companies (excluding  trac- 
tion companies) averaged 3/7 cents 
each. This last figure, just 5 cents 
greater than the average for national 
banks, is remarkable. 
Soundness of Earnings 

The stability of the public utility 
earnings cannot be gainsaid, in view 
of the enviable record established dur- 
ing the first year of the war. At the 
present time the average earnings of 
utility companies are about 6 per cent. 
greater than a year ago. This average 
will-be greater as the street railways, 
which were the only utilities to show a 
falling off, are reporting imcrease in 


been brought about by the unprece- earnings. 
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A clearer idea of utility prosperity is 
found in the consolidated earnings of 
forty-five gas and electric companies 
in the first three months of the war— 
August, September and October, 1914. 
Net earnings of these companies last 
August were $2,375,000 compared with 
$2,075,000 in August, 1913; in Septem- 
ber last year they were $2,600,000, 
compared with $2,325,000 in Septem- 
ber, 1913, and in October last year they 
were $2,690,000, compared with $2,425,- 





000 in October, 1913. An increase of 
$275,000 or over each month. 

As the earnings of the companies are 
bound to keep pace with the improved 
industrial conditions it would seem 
that better prices are due the securi- 
ties of these companies. And the in- 
vestor who makes judicious purchases 
at this time will be rewarded by a 
sharp appreciation at no very distant 
date, as these securities should sell much 
higher. 











American Lt. & Traction—EARNINGS 
available for dividends in twelve months 
ended June 30 increased 1,519. Indica- 
tions are for a gain of $700,000 in Net In- 
come for full year of 1915. Subsidiaries 
continue to report gains. 


Brooklyn Rap. Transit—GROSS earnings 
for July gained $60,000, which is the first 
gain since March. Quarter for June 30 
showed a shrinkage in gross of $123,000. 


Cities Service—EARNINGS for the half 
year show steady increase. . For the year 
ended June sesreee earnings of the holding 
Co. were $3,977,733 with net of $3,829,562 
and a balance for dividends after providing 
for all interest of $3,339,563, equivalent to 
2.09 times the requirements for the preferred 
dividends for the year, and after providing 
for these showing 11.58% earned for the 
common stock. A number of subsidiaries in 
the steel producing regions are doing a very 
good business. 


Detroit-Edison.— EARNINGS continue 
to reflect the great industrial expansion of 
the city. For June gross earnings were 
$541,562, an increase of 19.1% over June, 
1915. For the first six months of 1915 gross 
revenues were $3,730,732, an increase of 
18.2% over the first six months of 1914. De- 
tails of the consolidation of underlying 
companies is being cleared up. 


Illinois Traction—DECREASE in earn- 
ings from electric railways, although all 
other departments are showing gains. For 
the first six months of 1915 gross earnings 
were $5,292,120, a decrease of $17,012, while 
net of $2,026,544, an increase of $7,017. 


Interborough Rap. Tran—EARNINGS 
for the fiscal year ended June 30 last were 
approximately 23% on the $35,000,000 stock. 
In the year before 22.9% was earned. De- 
creases in expenses enabled the company to 
keep net up to the level of last year. 

Kansas City Ry. & Lt—COURT WILL 


soon pass on a plan for reorganization. It 
provides for an indebtedness allowance of 


Notes on Public Utilities : 


$28,700,000 for all present companies, to be 
borne by two new companies, one taking 
over the street railways and the other the 
lighting properties. 


Laclede Gas.—EARNINGS for the first 
six months ended June 30, 1915, showed an 
increase in Net of $54,837 and balance after 
interest and preferred dividends equal to 
4.22% on common stock against 3.81% for 
the same period last year. Gross earnings 
decreased but savings in net more than off- 
set the loss. 


Massachusetts Electric Cos.—EARN- 
INGS show 2% on the preferred stock in 
year to June 30. Co. was not able to pare 
down expenses in keeping with the loss in 
gross. 


Pacific Light & Power—EARNINGS for 
the first half of 1915 continued as they did 
in the latter half of 1914. Gross increased 
6.5% and operating cost decreased by 12.5% 
from first half of 1914. Gross for June was 
largest in history of company. 


Peoples Gas.—SALES THIS year have 
increased 10% with net comfortably above 
the 8% required for dividends. 


Phila. Rapid Transit—ANNUAL report 
for the year ended June 30 shows falling offi 
in gross earnings due largely to jitneys and 
general business depression. Gross was 
$23,843,605, compared with $24,255,812 a year 


ago. Net was $9,966,172, compared with $9, 


646,331 a year ago. Surplus was $221,705 
compared with $310,235 a year ago. 


Public Service of N. J.—MONTHLY 
statements of earnings decided on by the 
directors. Gross earnings of all subsidiaries 
for the first 6 mos. showed a gain of $631,- 
ton or about 3.6% over the same period of 


United Rys. of San Francisco.—GROSS 
earnings for the year ended June 30, 1915, 
were about $482,600 less than the earnings 
for the year ended June 30, 1914. 


_ 
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The Market Outlook 





The War Speculation—Business Conditions Peculiar—Prospects for Stocks 





CTIVE speculation in the war 
stocks continues, with very little 
sign of abatement. A large part 

of it, of course, is on margin, but since 
practically all brokers are requiring con- 
servative protection on these issues the 
situation has not reached an actual dan- 
ger point. There can be no doubt, how- 
ever, that the market for these stocks is 
greatly “over-bought” when judged by 
any ordinary standards, and that any 
development which should lead many of 
these speculators to attempt to realize 
their profits at the same time would 
cause a very sharp decline in prices, even 
if the decline should later prove to be 
merely temporary. 

Many companies will certainly make 
large profits on their war orders; but 
many others will undoubtedly realize 
much less in the end than enthusiastic 
buyers of their stocks now hope. Con- 
servatism has become old-fashioned in 
Wall Street. The investor who sees 
Studebaker or Allis-Chalmers jump ten 
or twenty points in a single day becomes 
disgusted with the “conservative” advice 
of his broker. What he wants is some- 
body who can pick out another issue for 
him that will do the same thing, and 
there are plenty of people who are will- 
ing to try to do it for him—in strict con- 
fidence, of course. 

Wall Street has been through such 
periods before and they have always 
ended in the same way—with a sharp de- 
cline in prices. Those who are lucky or 
shrewd enough to take their profits be- 
fore the advance ends make big profits, 
hut somebody must he left “holding the 
hag.” 

The buyer of the war stocks should at 
least realize that he is not investing, but 
is entering upon a somewhat hazardous 
speculation. If he wishes to take the 
chance he of course has the right to do 
so, but he should realize clearly what he 
is doing. 

+ * * 
THE further fall in sterling exchange 
~ has been several times predicted in 


our columns. At present writing it has 
reached the extraordinary price of $4.64, 
a decline of about 4% per cent. from its 
natural level. The arrival of $20,000,000 
gold from England did not serve to check 
the downward movement. Further gold 
shipments to. us are practically a certain- 
ty, but it is a question whether they will 
have much effect on exchange. The 
amount now owed this country by Eu- 
rope in payment for foodstuffs, supplies 
and war munitions is so enormous that 
a few millions of gold or securities are 
but a drop in the bucket. 

The low rate of exchange puts a big 
premium on sales of American securities 
by foreign holders. The English seller 
of a stock or bond at par, for example, 
can turn his American money into Eng- 
lish money at a profit of about five per 
cent, which is equivalent to an advance 
of five points in his security. A five- 
point advance in many comparatively in- 
active bonds is a greater profit than he 
could hope to get in any other way for a 
long time to come, and a five-point gain 
on some of our railroad stocks “looks 
good” to many a patient holder. 

It is foreign selling, present or pro- 
spective, that holds down the level of our 
bond market. American conditions 
strongly favor higher prices for bonds, 
but they are balanced by the adverse for- 
eign situation. The result is a dull and 
slightly sagging market for bonds, and 
we can see nothing now to warrant any 
considerable advance in bonds. Bond 
prices depend on the world’s supply of 
capital. At present, while America is 
piling up capital, Europe is throwing it 
away with unexampled rapidity. 

* * * 


THE two important decisions handed 

down by the Interstate Commerce 
Commission afford little consolation to 
holders of railroad stocks. It is true 
that in the Western rate case the com- 
mission showed a disposition to recognize 
the abstract rights of the railways, but 
the actual advances granted were insig- 
nificant, 
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American railroads need to raise capi- 
tal, and at this time capital is command- 
ing a high rate of interest in the money 
markets of the world. How can the 
roads get the money they need unless 
they are permitted to make profits which 
will guarantee reasonable returns to in- 
vestors? The decision-in the Western 
rate case scarcely adds appreciably to 
the money-earning capacity of the rail- 
roads. 

The anthracite coal decision makes a 
material cut in the earnings ‘of the roads 
which haul that commodity. Some of 
these roads are prosperous and can stand 
the reduction without serious inconveni- 
ence. Others urgently need every cent 
they can make. 

Anthracite rates have been relatively 
high and there could be no fault found 
with the commission for reducing them 
if the roads were permitted to recoup by 
advancing other rates which are relative- 
ly too low. An intelligent readjustment 
of rates would undoubtedly be to the 
advantage of both the roads and the pub- 
lic. But investors can scarcely avoid the 
feeling that the commission is now as- 
suming an atttitude of antagonism to- 
ward the roads. Our railroads are prob- 
ably our most important business asset. 
They have made America possible as we 
know it today. Granting some past mis- 
management, the roads are now closely 
under commission control, and they 
should be allowed to grow and prosper. 
It is difficult to see how they can do this 
unless they are permitted to advance rates 
to correspond with rising prices in other 
lines of business. 

Net earnings for June showed a con- 
siderable increase over June, 1914. This 
was due, first, to the fact that June, 1914, 
was a period of very dull business; and, 
second, to reductions in the expenditures 
of the roads for maintenance and im- 
provements. Very little of the gain was 
due to more economical operation in the 
proper sense of those words. Economy 
does not consist in not spending money 
where needed. The roads have made a 
slight gain during the year in efficiency 
of operation, as they should normally do 
every year; but they could make a far 
greater increase in efficiency if they were 
allowed to make profits enough so that 


they could get capital for further im- 
provements. 

Nevertheless, we are inclined to feel 
hopeful in regard to the more distant 
future of railroad stocks. Changes in 
public opinion come slowly, and their ef- 
fect on the members of the Interstate 
Commerce Commission appears to be 
slower still, but the growth of more tol- 
erant views in regard to the roads is dis- 
tinctly noticeable. The capitalists who 
have controlled some important roads 
are themselves chiefly to blame for pub- 
lic antagonism. The unfortunate thing 
is that the innocent have to suffer with 
the guilty. 

* *x 

HE glowing crop prospect is certainly 

a most encouraging feature of the 
situation. The total production of im- 
portant products this year compared with 
last year is estimated as follows: Corn, 
109.2 per cent.; wheat, 108.5 per cent. ; 
oats, 122.9 per cent.; barley, 111.5 per 
cent.; rye, 103.3 per cent.; buckwheat, 
104.6 per cent. ; white potatoes, 106.1 per 
cent.; sweet potatoes, 111 per cent.; to- 


bacco, 104.6 per cent. ; flaxseed, 115.2 per 
cent.; rice, 125.8 per. cent.; hay (all 
tame), 106.5 per cent.; clover hay, 134.6 
per cent.; cotton, 73.8 per cent.; apples, 
81.1 per cent., and peaches, 110.3 per 
cent. 


* * * 


[UNWELCOME as such advice is to 
the excited speculative public, we 
are nevertheless compelled to say that in 
our opinion this is a time for caution. It 
is trite to repeat that the public usually 
buys at the top or near it. Purchasers 
now are buying because they hope to sell 
to others at a still higher price. They 
may succeed in doing so. But it is per- 
fectly evident that there must be an end 
to the process somewhere, and the end 
will come just at the time of greatest 
public enthusiasm, because it is that very 
enthusiasm that makes the highest prices. 
It would be very pleasant for specula- 
tors if bull markets could advance con- 
tinuously and indefinitely, but unfortu- 
nately that has always been found to be 
contrary to the nature of things. We 
are unable to convince ourselves that the 
present market will prove any exception 
to the general rule, 











St. Paul at the Cross-Roads 


Is Reduction of Dividend a Warning or An Opportunity ? 





By WILLIAM T. CONNORS 





HEN the stock of one of the 
standard railroads of America 
declines sharply in price as a 

result of a dividend cut, the question 
at once arises whether the decline and 
the dividend reduction are a warning 
of worse things to come or whether 
they are due to temporary conditions 
and therefore afford an opportunity to 
pick up cheap stock. 

To answer this question in regard to 
the recent reduction of the St. Paul 
dividend from 5 to 4 per cent.—follow- 
ing a previous reduction from 7 to 5 
per cent.—it is necessary to take a 
broad view of the position of that road. 

From 1906 to 1912, as shown by the 
diagram of earnings on the stock, 
there was an almost continuous and 
unpleasantly rapid fall in the per cent. 
earned for the common stock. From 
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12.3 per cent. in 1906, the earnings 
dropped steadily until in 1912 only 1.6 
per cent. was shown. 

The principal difficulty was that the 
St.Paul was not able to meet the com- 
petition of the Hill roads—Northern 
Pacific, Great Northern and Burling- 
ton. Those roads, guided by the genius 
of perhaps the greatest railroad man, 
everything considered, that the world 
has yet developed, had reduced their 
operating expenses through a steady 
building up of their trainload, and by 
means of their Pacific Coast lines were 
able to commandeer the lion’s share of 
through business. St. Paul had to de- 
pend mostly on its local traffic ; and its 
territory, while showing a normal de- 
velopment, was not growing as rapidly 
as the newer lands to the north of it. 

Long before the situation reached 
its worst stage, those able capitalists 
who control the destinies of the St. 
Paul had set about remedying the dif- 
ficulty by building a through line to 
the Pacific Coast, using the credit of 
the old St. Paul to market the bonds 
for that purpose. Temporarily, the 
old St. Paul lines suffered all the more, 
while the Puget Sound line was in the 
construction stage, and in the fiscal 
year ending with June 30, 1912, the ap- 
parent bottom of the slump in earnings 
was reached at 1.6 per cent. In 1913 
the returns on the Puget Sound in- 
vestment began to come in, and earn- 
ings on the stock bounded back up- 
ward to 8.6 per cent. 

Since then, of course, the troubles of 
all the railroads have multiplied apace. 
The gross earnings of St. Paul have 
not fallen off any faster than those of 
other roads in its territory, but the de- 
cline was sufficient to cut the esti- 
mated earnings on the stock for the 
fiscal year just ended to about 2.5 per 
cent., and the directors decided to 
make another slash in the dividend 
rate in order to. bring the two nearer 
together. 
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The Question of Maintenance 


The question of maintenance has a 
good deal more influence on the yearly 
earnings of railroad stocks than most 
people appreciate. To show its impor- 
tance the accompanying diagram has 
been prepared, giving maintenance of 
way and of equipment (separately) 
per mile for the last five years of St. 
Paul, Northern Pacific and Great 
Northern. 

It will be seen that both Northern 
Pacific and Great Northern have cut 
their maintenance very sharply this 
year, while St. Paul has maintained the 
usual rate of expenditure per mile. 
The cut on the Great Northern is es- 
pecially striking. If St. Paul had re- 
duced its maintenance as much as 
Great Northern, the earnings on the 
stock for the fiscal year just ended 
would look very different. 

The total cut in Great Northern’s 
maintenance of both equipment and 
way amounts to about $940 per mile, 
surprising as that statement may 
seem. St. Paul has a mileage nearly 
2,000 miles greater than Great North- 
ern. If St. Paul had made a corre- 
sponding cut per mile in its main- 
tenance, the saving would have been 
somewhat over $9,000,000 for the en- 
tire system. As St. Paul has $117,000,- 
000 of stock outstanding, this cut in 
maintenance would have added about 
7.7 per cent. to the earnings on the 
stock, making them over 10 per cent. 

It would thus, as President Earling 
has said, have been perfectly easy for 
St. Paul to show its dividend fully 
earned, and to pay the dividend. But 
that is not the policy of the St. Paul 
management. Instead of letting main- 
tenance fall behind in bad years, to be 
brought up again when net earnings in 
crease, they prefer to keep the road 


up continually to the hest possible 
condition. 
It will be noticed that St. Paul’s 


maintenance of equipment has been 
high throughout the five-year period. 
In 1915 it was about $1345 per mile, 
against $1120 for Northern Pacific and 
only $850 for Great Northern. This 
undoubtedly means that Great North- 





















































ern and, to a less extent, Northern Pa- 
cific, are letting their equipment run 
down. This St. Paul is not doing. 

St. Paul’s expenditures for mainte- 
nance of way have as a rule been con- 
siderably lower than those of the other 
two roads. For this reason it may be 
that St. Paul is not in as good a posi- 
tion to cut down maintenance of way 
as the Hill roads. On the other hand, 
the St. Paul figures since and including 
1913 cover the Puget Sound line as 
well as the old St. Paul, and mainte- 
nance of way on the Puget Sound divi- 
sion would naturally be small, since 
the road has so recently been complet- 
ed that everything is new. There is 
no doubt at all that St. Paul’s main- 
tenance of way has been adequate, 
though perhaps not quite so lavish as 
that of the Hill roads in 1913 and 1914. 


The Train Load 


The best index to the efficiency of a 
railroad is the average amount of 
freight hauled at one trainload. In 
fact, big train-loads have earned the 
dividends for the Hill roads. St. Paul. 
with more local traffic, has not been 
able to bring its average train-load up 
to the Hill standard; but since the 
Puget Sound line was included in the 
company’s traffic statistics, a remark- 
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able increase in the train-load has been 
shown, as seen from the diagram. 

The train-load figure for 1915 is 
necessarily estimated, as these figures 
have not yet been given out by the 
company, and it would not be surpris- 
ing if it proved to be considerably 
higher than shown on the diagram. 
One of the principal aims of the St. 
Paul management has been to build up 
its train-load, and it is with that end in 
view that the officials have refused to 
cut down maintenance. Without 
doubt further progress in this direc- 
tion will be made, whether it appears 
in the report for 1915 or not. 

Among the various improvements 
made in the operating efficiency of the 
road one of the most important is the 
increased use of electricity. Percy 
Rockefeller has been quoted as saying: 

“St. Paul’s operations have proved 
that electricity is the most practical 
power for use in the mountain country, 
and all the roads will come to it. 

St. Paul’s electrification across Mon 
tana is the biggest job of the kind ever 
undertaken. The company’s engineers 
estimate that electrification will save 


J) 





25 per cent. to 30 per cent. in operating 
costs. The heaviest freight trains will 
be taken over three big mountain 
ranges—the Belt, Bitter Root, and the 
Rockies—with a maximum westbound 
grade of 2 per cent. and eastbound 1.6 
per cent. Heretofore bad coal and bad 
water in that region have resulted in 
many engine failures. Electric en- 
gines will end this source of annoyance 
and cost, will do away with the hauling 
of coal, coal storage yards and water 
tanks, and will lengthen the freight 
divisions from 100 miles, the present 
length, to at least 200 miles. The 
freight locomotives now -used there 
haul 1,650 tons at a speed of 8 to 10 
miles per hour. The electric locomo- 
tives are expected to haul 2,500 tons 
at 15 to 20 miles per hour. On the 
down grades the motors will be re- 
versed, thus acting as brakes and at 
the same time storing up power for 
use on the next rise. There will, of 
course, be an important saving in 
wages. It is now planned to electrify 
440 miles of road, with a probability 
that another 339 miles will also be 
electrified later. 

St. Paul has also been doing a great 
deal of double-tracking on its old 
lines, as well as constructing branch 
lines to feed the new Puget Sound di- 
vision. On the new line there is, of 
course, a long era of growing local 
traffic ahead of the road, but this de- 
velopment will be slow. 

The above description is enough to 
show that St. Paul is not a moribund 
property, but on the contrary is en- 
gaged in a comprehensive plan of de- 
velopment and upbuilding. There can 
be little doubt that the decline in the 
price of the stock is temporary, and 
that the lower the price may go the 
better will be the bargain obtained by 
the investor who has the patience to 
hold his stock until the company gets 
the henefit of its development work. 
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An Investment for Your “War Order” Profits 





Central 


Leather 


A Speculative Opportunity on an Investment Foundation— 
Central Leather Common 





By NORMAN MERRIMAN 





IHE CENTRAL LEATHER COM- 
PANY was formed in 1905, and 
obtained control of the United 

States Leather Company, which was 
shortly afterward merged, the Central 
Leather Company taking title to the 
properties of the U. S. Leather Com- 
pany. Several other companies have 
also been acquired so that the Central 
Leather Company is now the largest 
leather company in the United States, 
if not in the world. 

The business of the company is, 
primarily, the tanning of hides, and the 
sale of the tanned leather to the vari- 
ous manufacturers whose business con- 
sists of producing finished leather ar- 
ticles. hile this sounds compara- 
tively simple, the business itself is 
highly complex for the reason that 
tanning of hides necessitates having 
large supplies of hemlock and oak 
bark, from which the vegetable acids 
which are used in tanning, are ob- 
tained. 

In order to insure having adequate 
supplies of these barks, and in order to 
protect itself from fluctuations in the 
market for such products, it is neces- 
sary for the company to obtain its own 
supply of bark. It is therefore obvi- 
ous that any company conducting a 
business of this character on a large 
scale will become almost as large a 
lumber company as it is a leather com- 
pany. 

This is the case with the Central 
Leather Company. That it is a lumber 
company of no small size can be seen 
by the fact that it owns over a half a 
million acres of land in fee, and that on 
this land, together with some other 
property on which it owns the timber 
rights, there are nearly two and a 
quarter billion feet of growing sawing 
timber. 

The majority of the timber lands 


owned by the Central Leather Com- 
pany are located in the state of Penn- 
sylvania, and a large amount of freight 
which the company ships accounts for 
the ownership of several railroads. 
These roads, aggregating over 200 
miles in length, are the Susquehanna & 
New York Railroad, the Tionesta Val- 
ley Railroad and the Leetonia Rafl- 
road. The combined gross receipts of 
these roads annually average about a 
half a million dollars, and in a good 
year in the lumber business they would 
probably pay dividends of $150,000 per 
annum to the treasury of the company. 

For the first eight years of the Cen- 
tral Leather Company’s existence it 
was unable to pay any dividends on the 
$39,701,000 common stock, although 
dividends on the $33,299,000 7 per cent. 
preferred have been paid regularly 
since incorporation, In 1910 and 1911 
a deficit after the payment of pre- 
ferred dividends was shown, but in 
1912—a good year for the lumber busi- 
ness, the company earned over 8 per 
cent. In view of the deficit incurred 
during the preceding years, the com- 
, pany declared no dividends, but as 
1913 showed more than 5 per cent. 
earned, early in 1914 the company 
made its first disbursement to the com- 
mon stockholders. This amounted to 
2 per cent. As the profits for 1914 
amounted to nearly 6% per cent., the 
rate was increased last winter to 3 per 
cent. 

So far this year the company’s earn- 
ings have been somewhat disappoint- 
ing, the first six months’ profit having 
been at the rate of slightly more than 
5 per cent. per annum. Unless there 
is a sharp increase in the demand for 
lumber, it is hardly probable that the 
company will show earnings for the 
whole year exceeding those of last 
year. 
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The owners of the common stock 
should not, however, feel disappointed 
at the company’s showing, for it has 
done remarkably well in view of the 
stagnant condition of the lumber trade 
in the last two years; and for the past 
year the domestic demand for shoes 
has decreased so much that production 
has been cut to about 75 per cent. 
of normal. 

That earnings for the latter half of 
1914 and the first half of 1915 made 
any showing at all, is undoubtedly due 
to the demand for shoes, harness, sad- 
dles and many other leather articles, 
created by the European war. The in- 
crease in exports of these commodi- 
ties, as well as the increase in the ex- 
ports of sole and belting leather, has 
probably counterbalanced the falling 
off in the domestic demand for all 
leather products. It is more than 
probable that American manufacturers 
will be able to retain permanently, at 
least a portion of this new foreign bus- 
iness, the more so because of the fact 
that American shoes are unquestion- 


shoe business, which should, logically, 
be expected to show steady improve- 
ment from now on. 

The condition of the building tgade 
is the other important factor for the 
owner or prospective buyer of Central 
Leather to keep watch of. Building 
statistics in the East-are-beginning to 
show some improvement as compared 
with last year, but it must be remem- 
bered that last year showed the low- 
water mark for a long time past. 
Throughout the country as a whole 
comparatively few new buildings are 
being projected, and this is due to the 
conditions prevailing in the real estate 
business. 

It is, however, axiomatic that after 
a period of depression real estate is the 
last thing to recover, just as it is also 
the last to feel the effects of the de- 
pression. Consequently, where general 
business in the country as a whole is 
booming, as it probably will be in six 
or nine months to come, the lumber 
business will just be beginning to pick 
up, and as soon as it does, the earnings 








CENTRAL LEATHER ESSENTIAL STATISTICS 


1914 
Earned on Common............... 6.41% 
Feld Grk CANN is oc dcccccccévces 3% 


Additions to Surplus............... $1,354,965 

Floating Debt None 

Gell Se sn wna bankacaeneae 60,814,902 
+ Deduction. 


1913 1912 1911 1910 
5.18% 8.58% —5.01% —2.18% 
eee ee ee ee 
$1,261,416 $3,405,954 $2,035,748 $836,427 
None None 5,519,500 17,094,600 
59,586,498 66,854,013 52,991,240 55,640,383 








ably the best shoes made in the world. 

The general stimulus to the majority 
of important industries in this country, 
due partly to the war and partly to the 
ease in money and abundant crops, is 
slowly but surely having its effect 
upon the prosperity of the country as 
a whole. With all manufacturing busi- 
ness picking up, and with the increase 
in the amount of money received by 
the wage earning classes, purchases 
are sure to be made on a larger scale 
than at any time during the last few 
years. The falling off in the demand 
tor shoes in this country cannot be ex- 
pected to be permanent, and the recent 
advances in the price of hides is partly 
due to an improvement in the domestic 





of the Central Leather company will 
increase markedly. 

It is estimated that in a good year 
the profit on the lumber sales alone 
will amount to 4 or 5 per cent. on the 
common stock of the company. As 
soon as the trend in the lumber trade 
has definitely turned for the better the 
company should be able to increase the 
dividend on the common stock. 

Several years ago the officers of the 
Central Leather Company were taken 
to task by a number of stockholders 
who claimed that the company’s profits 
were amply sufficient to permit of div- 
idend declarations. Whether or not 
this was the case is not in the province 
of this article, but the management of 











THE MAGAZINE OF WALL STREET 





TEAST 





—— 





PROPERTY ACCOUNT. 
Showing Miscellaneous Character of Fixed Assets. 
535,068 acres of land owned in fee. 
1,410,357 tons of growing hemlock and oak bark. 
2,175,196,393 feet of growing sawing timber. 
227 miles of railroads and sidings. 
91 miles of tram roads. 
28 locomotives. 
1,007 passenger and freight cars. 
86 tannery plants and extract works. 
Numerous sawmill plants, glue factories, woodworking shops, machine shops, etc. 
Real estate in New York City, Boston and other cities worth over $1,500,000. 








the company has certainly accom- 
plished a great deal in improving the 
condition of the company’s finances in 
the last few years, and would seem to 
deserve praise rather than censure for 
delaying dividends. 

The accompanying tables show that 
the floating debt five years ago 
amounted to more than $15,000,000, or 
nearly 50 per cent. of the common 
stock capitalization. The last annual 
statement showed no bills payable out- 
standing whatever. From 1911 to 1914 
the total surplus increased from $1,- 
770,000 to $7,792,000, and in this period 
the company’s excess of current assets 
over current liabilities increased from 
$8,800,000 to $19,738,000. This latter 
item represents the company’s net 
working capital, which is now more 
than 100 per cent. greater than it was 
only four years ago. 

A further evidence of the conserva- 
tive financial policy of the company is 
seen in the creation of sinking fund for 
the company’s bond issue. The direc- 
ters decided two years ago that the 
monies obtained from the sale of lands 
from which the timber had been cut 
could not properly be regarded as earn- 
ings, but should be set aside in a spe- 
cial fund. From this fund there has 
been appropriated for the last two 
years v7 000 per annum, which has 
been invested in the bonds of the com- 


pany. The income of the fund has been 
set aside to provide for depreciation. 

During the last few months the fever 
for “war brides” has been steadily 
growing throughout the country. Peo- 
ple who have never thought of buying 
stocks have watched the spectacular 
gyrations of one issue after another 
and have finally succumbed to the 
temptation of speculation. During all 
the enthusiasm thus displayed Central 
Leather has remained very quiet and 
steady. During the sharp breaks in 
the war stocks, its declines have usu- 
ally been limited to fractions, which 
shows that there is a substantial de- 
mand for the stock. 

It is not within reason to anticipate 
that the fireworks displayed by the 
speculative favorites will be duplicated 
by Central Leather, for it does not 
manufacture shrapnel or any of the 
special accouterments of war. 

It seems more probable, however. 
that when many companies are begin 
ning to regret their investments in 
well-nigh useless machinery, and 
speculators are beginning to regret 
their purchases of stocks at high fig- 
ures, the Central Leather Company 
will be steadily showing better earn- 
ings, and its stock, now neglected by 
the Street, will show the average holder 
much larger profits than would the 
alluring but dangerous “war-brides.” 
UU ee 








(THERE are 36,240 insane persons in this State, not in- 
cluding those who buy the war stock “acrobats” on 


thin margins. 

















Investment Inquiries 





NOTE.—Answers as published in this magazine are selected and condensed from the very 


large number of inquiries received from our readers. 


All such letters are answered by mail in 


advance of publication, hence stamped and self-addressed envelopes should accompany them. 
Subscribers’ inquiries are given the preference in order of answering. 





Baldwin Locometive 


N. O.—We think Baldwin Locomotive has 
had a very generous share of the boom in war 
order stocks. The position of the company 
generally is weak. How much the war orders 
will bolster it up is a question. Gambling on 
the possibilities of larger dividends on the 
common when the regular 1 per cent. has just 
been passed, to our mind is rather precarious 
business in this case. 





Good Investments 

Please mention a few good stocks for in- 
vestment. What do you think of M. K. T. 
common?—Mrs. J. P. 

High-grade investment stocks which you 
may purchase without the least hesitation are 
Atchison, Topeka & Santa Fe common or pre- 
ferred stock, Pennsylvania and Norfolk & 
Western. 

Others of very high quality which we con- 
sider low in price are New York Central, 
Great Northern, Northern Pacific and South- 
ern Pacific. You could not have mentioned 
anything much less fitted for a woman’s in- 
vestment than M. K. & T. common. 





Canadian Pacific 

RicuMonp.—Canadian Pacific (138) has 
lost tremendously in railroad earnings—yet it 
has earned its 10 per cent. dividend in the 
vear ended June 30. It has also a tremendous 
accumulated surplus to draw from. During 
the present year a factor is working in 
Canadian that is lost sight of by most people. 
The war business it is doing for the English 
Government is large, and the earnings from it 
are substantial. We look for full payment of 
dividend next time, and helieve the stock is a 
good purchase around 140. 





Rumely 

W. F—Rumely common (5%) is a very 
poor stock. The company is in receivership, 
and under the reorganization plan, the. stock- 
holders are assessed $9 ner share. But if you 
have it at a higher price hold it just now. 
The great harvests of the West will help 
Rumely business, and that will help the stock. 
We expect to see higher prices for it on this 
basis, although fundamentally and intrinsically 
we have a very poor opinion of it. 





American Locomotive 
G. R—We would not advise you to sell 
your American Locomotive preferred just 
now. This company has war orders, and its 
stocks are in favor with the investing public. 


It will have large earnings for some time to 
come. After the full effects of this present 
movement are over, you can think about get- 
ting out of it and going into some other stock. 





International Steam Pump 


H. A.—On May 13, 1915, a plan for the re- 
organization of the International Steam Pump 
Company was adopted at meetings of the 
stockholders’ and bondholders’ protective com- 
mittees. The terms of the plan have not yet 
been announced, but it is reported that the 
new company will have no funded debt, and 
will issue three classes of securities, probably 
first preferred, second preferred and common 
stocks. It is understood that existing shares 
will be heavily assessed. 

Until the terms are made public, no one out- 
side can form any judgment as to whether it 
is wise or not to deposit the stock. There is 
a very limited market for it on the New York 
Stock Exchange. 





Western Union 


J. V.—Western Union Telegraph is a safe 
investment. The company has measurably in- 
creased its earnings through its cable business 
because of the war, and there is much talk of 
an increase in the dividend. We would not 
advise you to sell it unless there is some par- 
ticular personal reason for doing so. 

Ontario & Western will be slow. As it is at 
29 now, we think it would be a good plan to 
sell it and buy Erie common or Seaboard Air 
Line preferred. 





_Gonatin Car and Foundry 


E. F. C., Newark.—Canadian Car & Foun- 
dry pfd. is a cumulative participating pre- 
ferred issue, that is, it shares equally with 
the common all earnings after 7% is paid 
on the junior issue. With the $190,000,000 
war orders which it is stated the company 
has obtained, there would seem to be a good 
chance for an increase in the dividend rate. 
Present net earnings are estimated at be- 
tween nine and twelve times its 1913 earn- 
ings when the preferred sold as high as $118. 
Dividends were suspended at the beginning 
of the war so that there is now an accumu- 
lation of $7 per share which is expected to 
be paid off shortly. The purchase of this 
stock while something in the nature of a 
war speculation, still has an unusual element 
of security in that the normal business of 
the company in recent years except 1914 has 
taken care of the preferred dividend as well 
as on the common. 
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stock will have a larger dividend in the near 
future. It is one of the better grade war 
stocks, and we think if you buy some even at 
this price, there will in time be a profit and 
larger dividend in it. 





St. Paul 

B. S.—We would not advise you to sell -our 
St. Paul until you have a fair profit. We 
think the dividend at the rate of 4 per cent. is 
secure for a long time, and that there is the 
possibility of the dividend being resumed at 5 
per cent. if the crops are good, and improved 
general business makes its effects fully felt. 





Southern Pacific 

J. A—Southern Pacific, to our mind, is bet- 
ter than the recent market appearance of the 
stock would indicate. It is a great property. 
It has suffered along with all railroads over 
the past year, but we believe its dividends are 
reasonably secure, and that the coming months 
will show much higher prices for the stock. 





United States Steel 


F. W.—We would not advise buying Steel 
common at these prices. While the Steel busi- 
ness is booming, and the corporation is about 
to make up for the lean period it has had, 
there is not the slightest chance in the world 
of its paying more than 5 per cent. dividends, 
and it is more likely the initial payment will 
be at the rate of 4 per cent. Furthermore, 
such an unchecked rise from 4914 to 73, with 
no appreciable reaction, seems to us to be 
rather unnatural for Steel, even in times like 


these. We believe it may be bought cheaper 
later on. 





Car Light and Power 


C. C.—This company is the holding com- 
pany for the Consolidated Railway Electric 
Lighting and Equipment Company, and the 
Clothel Company. Its authorized capitaliza- 
tion is $8,000,000, par value $25, of which 
$5,000,000 is outstanding. 

The Consolidated Railway, Electric Lighting 
and Equipment Company manufactures and 
supplies railways with the “Axle Light” sys- 
tem of electric lights for every kind of pas 
senger car. Its equipments are on thousands 
of cars on some ninety-five roads in the 
United States, Canada and Mexico, and on 
many roads in Europe. The Clothel Company 
manufactures and supplies mechanical re- 
frigerating apparatus for the refrigeration of 
railway cars, houses, butcher shops, soda water 
fountains, etc., and makes a special equipment 
for marine refrigeration. Many of the largest 
and finest yachts and houseboats are equipped 
with this device, and the U. S. Government 
uses it for cooling the magazines on war 
vessels, as well as for usual refrigerating 
purposes. 

We do not consider this a good investment 
at present prices. The company undoubtedly 
has big business on hand, but the questions 
that arise are, how long will it last, and how 
much money will be made out of it, how much 
will the stockholders get, etc. There being 
nothing authentic on these matters available 
to the public, you speculate greatly when you 
buy the stock. 
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RAILROADS 
Atchison.—NET FOR THE YEAR ended 
was $36,051,401. Gross was $117,665,587, the 
largest in the history of the company. Net 
was also the largest in its history. utlook 
for traffic this Fall is very good. 


Balt. & Ohio—CONTRACTS for about 
$1,000,000 of rail and other material mostly 
cars has been. placed with manufacturers. 


Boston & Maine—ANNUAL REPORT 
for the year ended June 30 shows loss in 
gross of $1,487,236, about the same loss in 
net and a final deficit of $334,462 compared 
with a deficit last year of $2,044,742. 


Canadian Pacific—DIVIDEND at full rate 
of 10% declared although hardly more than 
earned. Co. getting large revenues ‘through 
use of its steamers by British government 
and by doing war work. 


Chesa. & Ohio —SURPLUS after charges 
for the year ended June 30 amounted to 
$2,663,537, equivalent to approximately 4.2% 
on its 62,792,000 stock outstanding. Large 
earnings toward the end of year were prin- 





cipally due to heavy movements of grain 
and horses shipped for export. Coal traffic 
is also picking up. 

Chic. Mil. & St. Paul—DIVIDEND re- 
duced to a 4% basis because only 2.7% was 
earned. Outlook for crops good. The crop 
traffic over the coming months will shape 
the dividend policy in future. 


Colorado & Southern—NET operating 
income for the 12 mos. ended June 30 was 
$3,463,351 compared with $2.838,285 the year 
before, an increase of $625,067. Surplus 
after charges out of this is about $1,000,000. 
Gross for the year was about $1,000,000 back 
of last year. 


Lehigh Valley—EARNINGS for the 
stock showed surplus after requirements for 
the dividend of $261,644 for the a ended 
June 30 last compared with $310,779 for the 
year ended June 30, 1914. The 10% dividend 
was just about earned. Co. has some equi- 
ties which are valuable but from which no 
direct income is.derived. 


New Haven & H—ANNUAL FIGURES 























INVESTMENT DIGEST 





597 





show about 1.4% earned on the stock but 
this good showing was partly due to various 
adjustments in the income account. Gross 
for the year shows about $2.073.000 loss 
while net shows a gain of $3,033,000. 


New York Central—EARNINGS for the 
first half of the year show about 24% 
earned on the stock and it is expected the 
full year may show 7% earned. Freight 
movements very good. 


Pennsylvania—EARNINGS on stock for 
year ended June 30 about 6.89% against 
6.83% in the previous year. Business im- 
proving all around although gross for the 
six months ended June 30 was $5,852,504 
less than last year while net was $1,102,000 
more. 


Seaboard Air Line—TRADE NAME of 
“The Progressive Railway of the South” has 
been adopted. Business improving and 
bankers and management have worked out 
a plan of making a new mortgage of $300,- 
000,000 to cover the needs of the company 
for some time to come. Co. has also taken 
on new mileage to reach into fertile country 
in Georgia. 


Southern Pacific—REGULAR dividend 
at rate of 6% declared. Co. earned 6%% 
for the year ended June 30 last. Gains show- 
ing in traffic. 


Southern Ry.—EARNINGS for year 
ended June 30 last show a loss in gross of 
about $8,600.000 and a loss in net income of 
about $3,300,000 leaving but $1,591,142 ap- 
plicable to preferred stock dividends against 
an amount of $2,139,706 last year. 


Texas & Pacific.—GROSS REVENUES 
for year ended June 30, decreased $893,000 
as compared with 1914, but the surplus was 
only $474,000 under 1914. After deduction 
of all fixed charges surplus earnings were 
$1,010,000 against $1,485,000 last year. Co. 
suffered from depression in trade and from 
Mexican conditions. 


Union Pacific—EARNINGS were 10.98% 
on the stock for the year just closed against 
13.10% last year. The difference is largely 
made up through loss of “Other Income” 
because of getting rid of Baltimore & Ohio 
— from the treasury. Outlook is very 
good. 


Wabash.—REORGANIZATION plan re- 
cently announced declared effective by com- 
mittee. Time for payments levied against 
stocks must be made by August 30. Pay- 
ment is $30. Time for deposit of securities 
under the plan has been extended until Au- 
gust 30 but newly deposited securities must 
be accompanied by the assessment of $30 


INDUSTRIALS 


American Locomotive.—OFFICIALS say 
they are practically filled up so far as war 
orders are concerned for some time to come. 


- 


Co. has yet much capacity for equipment 
manufacture. 


_ Amer. Sug. Ref—EARNED 7% dividend 
in first six months up to June 30.—Not be- 
lieved however that it will do so well in the 
second half of the year. Rumored that 
tariff legislation will retain some duty on 
sugar which would help the Co. 


Amer. Writing Pap.—INTEREST for six 
months ended June 30 paid although it was 
not earned fully. Payment made to avoid 
certain legal complications of default. Busi- 
ness not improved. 


Amer. Woolen.—OPERATING at 80% 
capacity and expected to be going at full ca- 
pacity soon. Said to be doing the best 
woolen business in its history and getting 
new war orders. Large order from Italy 
recently. 


Amer. Brake Shoe & Fdy.—WAR order 
for approximately $25,000,000 said to be 
under negotiation which it is said will net 
more than 25% profits. 


Amer. Can.—PROFITS on its war orders - 
said to be $80,000,000 expected to be suf- 
ficient to retire debenture, pay off 834% ac- 
cumulated on preferred stock and leave 
something substantial for the common. 
These are only estimates, of course. 


Amer. Steel Fdy.—EARNINGS for the 
last six months of year expected to show 
an actual balance after fixed charges if busi- 
ness keeps up as at present. Operating at 
60% of capacity but has no war orders. 


Atlantic Gulf & W. I—EARNED double 
a full year’s bond interest in five months. 
Earnings large because of the present short- 
age in steamships. 


Amer. Ag. Chem.—NET PROFITS for 
year ended June 30 about equal to those of 
previous year. Figures will probably show 
something over 1% earned on the common. 


Allis-Chalmers—WAR _ business heavy 
and Co. is working in close relationship with 
Bethlehem Steel. Company now working 
approximately 75% of capacity. Has con- 
siderable capacity for additional work. Said 
to be about to pay off accumulated preferred 
dividend. Earned at rate of nearly 5% on 
preferred in June quarter. 


Am. Hide & Leather—NET EARNINGS 
for quarter ended June 30 decreased 50% 
from those of quarter ended March 30 al- 
though the full year was second best in 
Company’s history. For full year about 
7.4% was earned for the preferred stock. 

Am. Smelt. & Ref.—EARNINGS gaining 
steadily but greatly increased working capi- 
tal needed to take care of the large business 
being handled. No increased dividends ex- 
pected for a few months. 

Am. Car & Fdy—WAR orders of large 
proportions denied by officials of the com- 
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pany. On August 6 the large order under 
negotiation had not been closed. This war 
order is said to amount to $35,000,000. 


American Coal Products.—PROFITS said 
to be running at the rate of 45% on the 
common. If war continues much longer 
believed Co. will be in a permanent position 
to pay more than 7% on common. 


American Radiator—NEW PLANT at 
Bayonne, N. J., practically completed but 
operations will not be started for a while. 

irst six months’ business about same as 
last year. 


Assets Realization—ARRANGEMENTS 
with noteholder on a modified basis makes 
the outlook for liquidation somewhat 
brighter for the stockholders. 


Baldwin Locomotive—ESTIMATES of 
poe on approximate amount of $100,- 

,000 contracts are $12,000,000. These 
earnings will only show up in 1916 year not 
current year. 


Central Leather —EARNINGS expected 
to run over 6% on the common this year. 
Believed the common will be put on a divi- 
pa basis of 4% late in the year. Earnings 
good. 


Canadian Car & Fdy—WAR ORDERS 
for $100,000,000 understood to have. been 
closed on which large profits will be made. 


Crucible Steel—WAR CONTRACT of 
$96,000,000 said to be the amount of business 
in this line the Co. has secured. Expected 
increased government work will greatly add 
to Co.’s business. 


Continental Can—LARGE WAR orders 
that would enable the Co. to earn $30 per 
share on the common said to be received by 
the company. Domestic business running 
much higher than last year. 

Distillers Securities —W AR ORDERS for 
alcohol coming in steadily and talk of divi- 
dend in September is in the air. 

Electric Boat—SUPERSEDED by a new 
corporation called the Submarine Boat Cor- 
poration stock of the new corporation being 
given in the ratio of ten shares for one of 
the new. New company takes over the en- 
tire business of the old Co. 

Guggenheim Exploration —CASH distri- 
bution believed to be foreshadowed by the 
sale of the Smelters Securities Stock in the 
treasury. 

General Motors.—ANNUAL REPORT to 
be issued soon expected to show 60% earned 
last year for the common, a book value of 
$200 and $20,000,000 cash on hand a tre- 
mendously strong position. 

General Chemical—SURPLUS for six 
months increased $642,361 earnings for the 
common showing 16.25%. Estimated Co. 
will earn 35% for the year. No change in 
common dividend expected before close of 
year. 


Goodrich B. F. & Co—EARNINGS for 
the half year understood to be at the rate 
of $15 per share on common, best in Co.'s 
history. 


Internat’l Steam Pump.—REORGANIZA- 
TION plan soon to be made public. As- 
sessment on the stocks will be $12.50. Pres- 
ent prefd. will receive 34% in common while 
present common will receive 17% in new 
common. These assessments will raise $6,- 
000,000. 


International Nickel—STOCK dividend 
thought likely in near future. Surplus of 
$7,000,000 expected to be capitalized. 


Inter. Merc. Marine—LARGE and im- 
proving earnings due to the war and high 
freight rates. Improvement in earnings 
since first of year made it unnecessary to 
assess stockholders heavily in new reorgani- 
zation plan. 


Kelly-Springfield Tire EARNING show- 
ing about 25% on the common and extra 
dividend is expected. Net earnings for first 
half 1915 in excess of $700,000. Directors 
leaning to an extra cash dividend. 


New York Air Brakes —WAR ORDERS 
received total $24,000,000. Estimated profit 
10% on these orders which would make 25% 
for the stock. 


National Stee] Car—LARGE war orders 
from its parent Co. Canadian Car & Fdy. Co 
and said to be earning 40% on the common 


Pressed Steel Car—WORKING on order 
for 7,000 cars amounting to $20,000,000. Ex- 
pected to show substantial profits from this 
work. 


Republic Iron & Steel—FULL operations 
expected within a short time. 


Remington Typewriter—EARNINGS for 
first six months somewhat smaller than pre- 
vious year same period. Indications are that 
earnings this year will be sufficient for divi- 
dends but resumption is not ‘looked for in 
near future. 


Standard Screw—WAR ORDERS for 
time fuses keeping the plants busy. 

Studebaker.—EARNINGS for the year ex- 
pected to run between 20% and 25% on the 
common. Co. is fast retiring its notes. 


Sloss Sheffield —DIVIDENDS on the pre- 
ferred at full of 7% expected to be started 
in September. Business very good. 

Tennessee Copper —ARRANGEMENTS 
made with the International Agricultural 
Corp. to handle the sulphuric acid business 
to mutual advantage. 

United States Steel—DIVIDEND on 
common stock expected in October. Un- 
filled tonnage during July increased 250,344 
tons. 
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MINING AND OIL DEPT. 








Effect of Uplift in Oil Market. 





Standard Oils 


Which Stocks to Buyjand Why 





By CHARLES H. PLATT. 





LMOST WITHOUT WARNING, 
though predicted for several 
months, the market for crude oil 

has strengthened materially since the 
first days of August. Oklahoma, the 
soft spot in the whole petroleum indus- 
try of the country, has again become 
the centre of interest to the trade, as 
prices there have been advanced to 60 
cents per barrel for crude to August 
14, the date of this writing, whereas 
on the last day of July, 40 cents per 
barrel was the prevailing price, and 
during the early part of the year large 
sales were made at 35 cents and under. 
Further advances are expected, now 
that Cushing is no longer menacing the 
industry. 

It was Cushing, rather than the war, 
which brought on the weakness of the 
last year in oil prices and caused ac- 
cumulations of oil far in excess of de- 
mand for two or three years. At last 
production at Cushing has declined, 
and Oklahoma is new preparing to 
ship its storage oil to the world at 
prices which will net handsome profits 
to the companies which bought it in at 
the low prices of the last year. Dan- 
ger of over-production at Cushing is 
now. believed gone forever, and al- 
ready people are talking of the possi- 
bility that demand will not only pass 
present production, which it has about 
done now, but that it will so far pass it 
that all stored oil will be used up and 
there will be a shortage of supply un- 
less the cut-off wells of Europe can 
soon be brought back to communica- 
tion with the world’s markets. 

All of the country’s oil companies 
are feeling the benefits of the recent 
improving conditions, and_ refined 


products are on an advancing scale. 
No group of companies, however, is as 
strongly intrenched to benefit as are 
those which were formerly subsid- 
iaries of the Standard Oil Company oi 
New Jersey, for they have had the 
cream of the country’s business, in 
fact, of world trade, in the past, and 
furthermore they hold a very large 
proportion of the oil which was bought 
and stored when prices. were low, and 
which is to be sold at large profit, from 
present prospects. These companies 
in 1912, 1913 and 1914 paid out $223,- 
274,879 in cash dividends, $118,100,000 
in par valfie of stock dividends, and 
$35,400,000 in par value of subscription 
rights, a total of $376,774,879 in three 
years. The first half of 1915 did not 
show a general continuation of such 
liberality to shareholders owing to the 
depression in the oil industry, but with 
the recent great improvement in con- 
ditions and with prosperity in other 
fields steadily advancing, a resumption 
of liberality to Standard Oil share- 
holders is to be expected from now on 
In view of such an outlook, a new in- 
terest is being taken in the various se- 
curities of this group. Investors who 
have been out of the market for 
months have recently returned to it. 
Prices are advancing again after a 
year of decline or small progress. 

The United States may be called 
upon to supply a larger share of the 
world’s needs for petroleum than ever 
before. At present, export figures are 
back to about the best shown before 
the war for many oil products, but 
much of the buying is for war use. 
With peace in Europe, it is believed 
that industries will have to replenish 
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supplies which have been allowed to 
get unusually low. The foreign com- 
petitors of American companies have 
been much more badly handicapped by 
the war than have most of those in 
this country. These and other factors 
have doubtless led several of the 
Standard Oil group of companies in the 
export field to greatly enlarge their 
facilities for shipments, possibly in 
preparation for a world-wide demand 
for American petroleum products.after 
the war. It is known that docks and 
terminals of several of these compa- 
nies have been added to during the last 
few months. 


As for the future of the oil business, 
a glance at automobile statistics 
should suffice to assure steady gain in 
gasoline and motor spirits sales. The 
number of automobiles in use in the 
United States at the. present time is 
estimated at 2,000,000, or double the 
estimated figure at the end of 1912. 
Almost daily, steamers are being con- 
verted to oil burners, or new steamers 
or battleships launched, equipped only 
for oil fuel consumption. The number 
of locomotives being converted to fuel 
oil consumption is steadily increasing. 
The value of submarine boats and 
aeroplanes in warfare has been so 
clearly demonstrated that the nations 
of the world are adding large numbers 
of them to their martial equipment. 
Both use oil for motive power. All of 
these new uses for fuel have added use 
for petroleum products as lubricants 
besides. An increasing number of in- 
dustrial plants are being equipped with 
oil-burning engines of the Deisel, semi- 
Deisel and similar types. To these new 
factors in oil demand is to be added 
the steady growth of oil needs for all 
old uses to which it has been put. Such 
is the general future outlook for ex- 
pansion in the oil industry. 

An analysis of each of the companies 
of the Standard Oil group in detail 
sufficient to give an idea of their pros- 
pects is possible even in the confines 
of a magazine article. In each com- 
pany, some points stand out clearly, 
and from them an indication of prob- 
abilities or possibilities is given: 


Pipe Line Companies. 

_A discussion of the prospects for the various 
pipe line companies of the group includes 
practically all of them under one heading. 
in brief, it is evident that the probable in- 
crease in oil consumption outlined above will 
necessitate heavy shipments from the oil pro- 
ducing country to refineries and to consump- 
tion outlets. The pipe lines will be called upon 
to ship the bulk of crude oil from the produc- 
ing properties to refineries, and any increase 
that may be seen in the volume passing through 
their pipes will be followed by increasing re- 
ceipts and profits for them. The companies of 
this group originally subsidiaries of the Stand- 
ard Oil Co. of New Jersey are the Buckeye, 
Crescent, Cumberland, Eureka, Indiana, 
Northern, Southern, and South West Pennsyl- 
vania Pipe Line Companies, the National 
Transit Co. and the New York Transit Co. 
All of these have paid liberal dividends, most 
of them paying to within narrow margins of 
all their available net earnings. All but one 
or two have reduced their dividends in the 
last year, and so with improving conditions, 
larger dividends can be looked for from most 
of them. There is not one company of this 
group that has any bonded indebtedness (in 
fact only one company in the entire Standard 
Oil group has any bonds), and not one of 
these or all of the companies in the list for- 
merly subsidiary to the New Jersey corpora- 
tion has one dollar of assets listed ynder such 
lreadings as good will, patents, copyrights, etc., 
all assets being of the tangible varietv. 

Two pipe line properties of especial value 
have been formed in the last year from former 
Standard Oil subsidiaries in addition to the 
above. These are the Illinois Pipe Line Co., 
and the Prairie Pipe Line Co., the first from 
the Ohio Oil Co., the second from the Prairie 
Oil & Gas Co. They were segregated early in 
1915 in accordance with the decision of the 
Supreme Court ruling that pipe lines are com- 
mon carriers, and hence cannot be owned by 
producing companies. 

Illinois Pipe Line Co. 

The Illinois Pipe Line Co. has already paid 
one dividend of 5 per cent. This was not 
labelled, and hence it is not known that it was 
semi-annual or quarterly. Since it was paid, 
in July, the stock has sold at a basis where 
the yield on 10 per cent. annual dividends 
would be over 6% per cent. on the investment. 
Hence if the rate is to be 20 per cent., recent 
prices are far too low, while even if semi- 
annual, the price is not high. 


Prairie Pipe Line Co. 


The Prairie Pipe Line Co. has not yet paid 
a dividend. It is believed to be earning above 
40 pm cent. a year, but the company has spent 
$4,000,000 to $5,000,000 from earnings, just in 
the brief time since it was organized, to build 
additions to its pipe lines. At the date of 
writing, the high price for the stock reached 
so far was 180, but it has had a steady advance 
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in recent weeks because of prospects for divi- 
dends before the year is over. The company 
is the main outlet for Oklahoma production, 
also for the 80,000,000 or more barrels of oil 
stored in that state which will be shipped in 

‘10n to current production as fast as it is 
needed. The Prairie Pipe Line Co. should 
soon be operating at its full capacity of 
50,000,000 barrels a year runs from wells and 
50,000,000 barrels a year shipments, from 
present prospects. 


The New Jersey Company. 


The Standard Oil Co. of New Jersey shares 
are favored by many conservative investors 
because of the liberal dividend policy which 
the company has always maintained. In 1912, 
dividends of 20 per cent. were paid, in 1913, 
20 per cent. and 40 per cent. extra, in 1914, 
20 per cent., and so far in 1915 at the rate 
of 20 per cent. a year. An increase in the 
rate has been talked of, as it is believed that 
earnings are more than double dividends. 
The company recently sold its pipe lines. A 
small distribution of proceeds from this sale 
is possible. Nothing has eve: been known 
as to the size of the company’s surplus since 
the dissolution of 1911. It is said that some 
day, the stock will sell “ex-mystery,” but that 
the mystery will be solved by a huge distri- 
bution to shareholders. Reliable estimates of 
the compeny's surplus place it in excess of 
$250,000, and run to above $500,000,000. 
It owns control of foreign corporations and 
mdny domestic subsidiaries of immense value; 
the largest refining and other manufacturing 
plants in the omen ¥ ; extensive foreign and 
domestic marketing organizations; fleets of 
miscellaneous manufacturing 

lants, etc. Its known assets total above 
$30,000,000 on conservative estimates. Against 
them in the liabilities the only known item is 

capital stock. As judged by the 
known methods of the company, current in- 
debtedness is probably small, which would 
indicate that much of the remainder in its 


oil steamers; 


liability column is “surplus.” The company 
is probably better intrenched to take full ad- 
vantage of the coming world-wide expansion 


in oil consumption than is any other concern 
in the world. 


The New York Company. 


The future of the Standard Oil Co. of New 
York up to recently largely lay in China. The 
effect of the loss of their concessions there 
will be to curtail an extensive field very fertile 
for development. It has extensive refining, 
transporting and marketing interests in this 
country which provide large earnings. The 
company gave its shareholders a 400 per 
cent. stock dividend in 1913. The current 
surplus is too small for a large distribution 
in the near future, from the present out- 
look, but the 50 ships owned by it were re- 
cently transferred to the Standard Transpor- 
tation Co., a new corporation with $15,000,000 
capital now owned entirely by the Standard 
On Co. of New York. These shares might be 


distributed later. Increased dividends are not 
looked for during the next six or eight months 
owing to the recent sharp decline in earnings 
of the company, but income is improving and 
larger dividends before the end of 1916 are far 
from improbable. 


The Indiana Company. 


The Standard Oil Co. of Indiana is com- 
pleting enlargements to its refining plants 
which will make them second in size and 
capacity only to the Standard Oil Co. of New 
Jersey plants, while they may even surpass the 
latter. The company’s marketing territory is 
about -the best in the country. The stock 
participated in the famous 2,900 per cent stock 
dividend of 1912. Its current surplus of about 
50 per cent. of its $30,000,000 stock does not 
seem to promise another disbursement in the 
near future, but in normal times, its earnings 
are so large that in the course of two or three 
years of such good business as seems to be 
starting now another distribution of from 50 
per cent. to 100 per cent. is a possibility. 
Earnings in the last few months have increased 
to a point where a resumption of large extra 
dividends, seen in each quarter prior to 1915, 
is confidently expected for the last quarter 
of 1915, or at the latest for the first one of 
1916. The poorest year the company has had 
saw 22 per cent. net available for dividends, 
while in its best recent years, earnings are be- 
lieved to have been above 60 per cent. on its 
$30,000,000 stock. 

The Standard Oil Co. of Kansas, Standard 
Oil Co. of Nebraska, Standard Oil Co. of 
Ohio, and Standard Oil Co. of Kentucky are 
all looked upon as probabilities in the in- 
creased-dividend class if the present improv- 
ing conditions in the oil industry keep on. 
Each of them-have been paying less in 1915 
than in previous more prosperous years, and 
so the inference is obvious that stockholders 
of each should do better when prosperity is 
returned. 


The California Company. 


The Standard Oil Co. of California is ex- 
pected to shortly make a stock distribution, 
or allow valuable subscription rights to new 
stock, or both. The outstanding capital stock 
is below $50,000,000 by a small margin at 
present, with $100,000,000 authorized. The 
president of the company a year ago an- 
nounced that some action on the new stock 
would have been taken last fall but for the 
war and the uncertain conditions following 
it. The company’s surplus of a little above 
$40,000,000 is not large enough to warrant 
the distribution of all of the new $50,000,000 
in stock to shareholders as a dividend, but 
$25,000,000 of it may be so given and the 
balance offered for subscription at par. 


Ohio Oil Co. 
The Ohio Oil Co. has paid as high as 57 
per cent. dividends in one year. The present 


rate is much below that. It is believed that 
earnings are at a rate above 60 per cent. on 
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the stock, and that they are _ increasing, 
hence higher dividends are to be expected. 
The company segregated its pipe lines early 
this year, but after allowance for deductions 
on this account, its surplus is still above 
$45,000,000, or more than 300 per cent. on the 


60 cents 2 barrel, this would mean a profit of 


over $10,000,000 if the oil were sold at 
present quotations, while even higher prices 
are to be expected. The company, after 
allowing for its loss of surplus to offset the 
pipe line segregation, still has above $25,000,000 








Standard Oil Cash Dividends. . 
Showing the cash dividends paid on Standard Oil stocks in the last three and a half years. 


(Dollars per share.) 


1912. 
Anglo-American Oil Co..............-- $1.00 
Adleatin TH, GOs os c0s ceccccnsces, sctss 
Borne-Serymeser Co. 2.6.2.0 .ccccccccces 20.00 
Buckeye Pipe Line Co............+.++- 20.00 
Chesebrough Mfg. Co................-- 50.00 
Co Se ks Vda baccthacdebaseeen “eae 
Com Se Till 6 a5 ccssoavicdcesee 70.00 
Crescent Pipe Line Co...............++ 6.00 
Com Ee Gee Gis doe cnecccdetcanes 6.00 
Eureka Pipe Line Co...............++: 30.00 
Galena Signal Oil Co., com............ 16.00 
Galena Signal Oil Co. pfd............. 8.00 
Bnehs Wat BNO Gis oc vnc cccctivecose ssens 
Indiana Pipe Line Co...............++- 10.00 
Pea TE Cahn oie din coaWendeess 3.00 
ier Te ina ded cWcesncccess 30.00 
Northern Pipe Lime Co................ 5.00 
 . Uf! US ear 5.00 
Pee Peete Wile < pcccccsccnesvvon setes 
Pee Ge Goes secacnesetaues 25.00 
ft .sds SO eee ee 20.00 
Southern Pipe Lime Co..........00c000 28.00 
 *. 2 eae 30.00 
Se. WON Se My Io vavacccvasancenss 20.00 
Standard Oil-of Califorma.............. 2.50 
Standard Oil of Indiama................ 13.00 
Standard Oil of Kansas................. 5.00 
Standard Oil of Kentucky.............. oe 
Standard Oil of Nebraska.............- 20.00 
Standard Oil of New Jersey............ 20.00 
Standard Oil of New York............. 6.00 
Standard Oil ef Obie. ..........cccceee 5.00 
(>. 0 eae aoe a! 
Cetamy Te MI Gi nc cnc vc ccs ceesaee. aches 
Li Ot. EE eee ee 6.00 
CUO See ae 
Pierce Oil Corp. (mew)................- 





Bid Price, 


Ist half Closing 

1913. 1914. 1915. Aug. 12,715. 
$1.25 $1.00 $0.50 $17.50 
one 5.00 10.00 595.00 
20.00 20.00 errs 265.00 
20.00 14.00 4.00 101.00 
40.00 40.00 20.00 725.00 
ae a bakes 135.00 
6.00 12.00 6.00 228.00 
6.00 4.50 1.50 41.00 
6.00 5.00 a 46.00 
40.00 32.00 12.00 232.00 
14.00 12.00 6.00 162.00 
8.00 8.00 4.00 135.00 
nome cess 5.00 145.00 
16.00 13.50 4.00 101.00 
3.00 3.00 1.00 32.50 
40.00 34.00 9.00 205.00 
10.00 10.00 5.00 100.00 
14.25 7.25 4.50 145.00 
pot sine od 178.00 
6.00 ecene ani 379.00 
55.00 10.00 5.00 240.00 
32.00 30.00 12.00 215.00 
28.00 10.00 6.00 324.00 
20.00 16.00 6.00 114.00 
10.00 10.00 5.00 293.00 
32.00 25.00 6.00 440.00 
40.00 13.00 6.00 385.00 
10.00 19.00 8.00 272.00 
30.00 20.00 10.00 327.00 
60.00 20.00 10.00 414.00 
6.00 8.00 4.00 197.00 
20.00 18.00 12.00 430.00 
5.00 cane eae 115.00 
sens 5.00 2.50 82.00 
6.00 6.00 5.00 218.00 
8.00 3.00 ® 35.00 
oti ééied 12.00 


“Dividends payable in one payment toward end of year. 








capital stock, which should mean a distribution 
f new stock to shareholders some day. 


Prairie Oil & Gas Co. 


The Prairie Oil & Gas Co., the other com- 
pany which segregated its pipe lines this year, 
1s reported to have had sufficient earnings to 
have paid 25 per cent. or more in 1913 and 
1914, but it has not paid a cash dividend 
since the first quarter of 1913, even though it 
has been adding $5,000,000 to $6,000,000 to 
surplus each year. The company owns above 
40,000,000 barrels of stored oil in Oklahoma, 
reported to have cost about 35 cents per 
barrel average. On the present market of 





surplus, or above 150 per cent. on its capital 
stock, left. A distribution from this is a 
possibility worth consideration. 


South Penn. 


The South Penn Oil Co. is not only get- 
ting increasing earnings from its own opera- 
tions, but large dividends from its 51 per cent. 
stock ownership of Penn-Mex. Fuel Co. shares 
are looked for before long as the latter, a 
$10,000,000 company, is becoming prominent 
as a shipper of oil from Mexico. South Penn 
has large quantities of storage oil, bought at 
low prices, which should be marketed at good 
profit. 
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Chesebrough-Continental. 


Tbe Chesebrough Manofacturing Co. and 
the Continental Oil Co. are both spoken of 
as companies having excellent prospects, with 
larger dividends from each possible in the 
near future. 

Anglo-American. 

The Anglo-American Oil Co. is importing 
10,000,000 om of oil a week into Great 
Britain, and its earnings (which have exceeded 
100 per cent. in some years) are believed to 
be very large. This company has paid one 
100 per cent. stock dividend, and its surplus 
is almost large enough to do such again. 


Solar Refining. 

The Solar Refining Co. is increasing the 
scope of its activities. Its surplus of 
$1,193,292, equal to about 60 per cent. on the 
stock, holds possibilities of future distribution 


therefrom. 
Atlantic Refining. 


The Atlantic Refining Co. stock has been 
far higher for years than its dividend pay- 
ments would seem to warrant, and it is still 
therefor spoken of as a stock which should 
soon increase its return to holders. Earn- 
ings are very large, while the company has 
about $21,000,000 surplus, equal to over 400 
per cent. on the stock, from which a ‘large 
extra stock dividend is expected some time. 


Vacuum Oil. 


The Vacuum Oil Co. is doing an excellent 





business in the United States, recently in- 
creasing its dividend rate from 6 per cent. to 


10 per cent. per annum. Its foreign sub- 
sidiaries are mostly in good condition and 
some of them are getting excellent trade be- 
cause of inability of many of their competitors 
abroad to get oil or keep in the market. The 
surplus of $18,326,693, equal to 122 per cent. 
on the stock, invites hope of future stock 


dividends. 
Union Tank Line. 


The Union Tank Line Co., as in the case 
of the pipe lines, as a carrier of oil is bound 
to profit from increasing shipments which are 
starting. The company apparently just earned 
its 5 per cent. dividends in 1914, but over 
$3,800,000 were taken from earnings for de- 
preciation. This company has written off over 
$10,000,000 for depreciation in 1912-14. As 
only the most modern steel tank cars have 
been added to its equipment in the last few 
years, this extraordinarily large depreciation 
write-off cannot be maintained very long. It 
is possible that depreciation may be cut down 
to half or quarter that of recent years. 
Without such write-off, the company would 
have shown over 40 per cent. net on its stock 
in each of the last two years. 

Of the Standard Oil group, the only com- 
panies not included are the Pierce Oil Cor- 
poration, the Borne, Scrymser Co., the 
Colonial Oil Co., the Swan & Finch Co., and 
the Washington Oil Co. Prospects of the 
first two of these are more or less uncertain, 
while the latter three are very small com- 
panies about which little is known. 








DIAGRAMMATIC VIEW OF A TYPICAL MINE 
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DEFINITIONS OF MINING TERMS 


Backs—Ore in place between two points. : 
Crosscut—A level driven across the course of a vein. 
bodies not confined to a lode or ledge. 
Fault—A break in the formation. 
Fissure Vein—A cleft in the earth’s crust filled with 
mineral matter. 
Loose ore or rock detached from the original 
formation. 





Foot Wall—Layer of rock beneath the vein. 

Hang Wall—The layer of rock above the vein. 

Ledge—Mineral ore within a fissure vein. : 

Stope—The part of a vein above or below the drift 
from which ore has been removed. 

Sump—A well at the bottom of a shaft to collect 
water. 





























Alaska 


Juneau 


An Analysis of One of the Newest of Alaska’s Big Low Grade 
Gold Producers—Prospects for Stock 





By C. S. BURTON. 





HE region about Gastineau Channel 
and tributary to the town of 
Juneau is evidently to become one 
of the great gold producing centers of 
the world. Douglas Island, which lies 
just across Gastineau Channel, has long 
been the scene of some of the greatest 
work in the world in the way of recov- 
ering gold values from low grade ores. 

Back from the water, behind Juneau 
on the mainland side, there rises from 
the water’s edge a range of hills, on the 
further side of which is found the out- 
crop of a gold bearing lode, along 
which three properties covering some 
four miles in length along the lode, 
have been located; the Perseverance, 
now being developed by the Alaska 
Gold, next the Alaska Juneau, the 
work of which we will outline briefly 
in this article, and the Ebner. The last 
named property is now controlled by 
the United States Smelting, Refining 
& Mining Company. 

Going back for a moment to the 
Treadwell on Douglas Island, this mine 
was being developed with the aid of a 
five stamp mill as far back as 1883. The 
first mill erected after experimental 
work was completed had 120 stamps, 
the present milling plant has 450 
stamps. There are three Treadwell 
properties on Douglas Island, the 
Alaska Treadwell, the Alaska Mexican 
and the Alaska United, all of these be- 
ing controlled by Mr. F. W. Bradley, 
who is also the chief factor in Alaska 
Juneau, and the Bunker Hill & Sullivan 
of Idaho, in which the late D. O. Mills 
was a large owner, The Mills interests 
are also heavily engaged in Alaska 
Juneau, according to report. 

The Alaska Juneau will, therefore, 
have a staff with a very considerable 
experience in handling the ores of the 
district and in perfecting its milling op- 
erations, 

For the main part there is little differ- 


‘age tunnel. 





ence in the development work now go- 
ing forward on the Alaska Gold and 
on the Juneau. In each case there is a 
long adit or tunnel, being driven in 
from just above sea level to where it 
intersects the lode. This tunnel in 
both cases will be equipped with a trol- 
ley system and utilized as a main haul- 
The Juneau is to have 
eventually a mill capacity of 20,000 
tons daily, the first plant when com- 
pleted will handle 8,000 tons per day. 
It is altogether more than likely that 
these figures will be greatly increased 
as the first work done in the mill on 
the Juneau and the first production on 
the Alaska Gold have demonstrated 
that the milling plants will handle much 
larger tonnages than their rated capac- 
ity. The plant will be located partly 
within the corporate limits of the city 
of Juneau, and it is a pleasure to say 
that the Alaska Juneau management 
have made a particular point of elimi- 
nating all idea of a company town or 
company stores, and while it is ex- 
pected that the operations at the 
Juneau will continue for more than a 
hundred years, the 3,000 men who will 
be on the payroll in a few years are to 
be independent citizens as far as the 
employing company is concerned, and 
are not to be expected to occupy a 
company house in a community where 
all the houses are exactly alike and be 
made to feel that his monthly rent is a 
company exaction levied upon him, 
while the merchants of Juneau will be 
expected to build up their business 
without company store competition. 
The mill plans for the Juneau have 
been completed, the engineering work 
being under the supervision of Mr. 
Bradley’s firm, Bradley, Bruff & La- 
barthe; while the actual construction 
will be in charge of Mr. George O. 
Bradley, of the Utah Copper staff, who 
had charge of the erection and was one 
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ee designers of the Alaska Gold 
mill. 

The ground which is to furnish the 
ore to the mill is to be opened by un- 
dercutting and caving. The first block 
will be opened above the present cross 
cut, which is 400 feet vertically above 
the main sea level adit. This will make 
available some 7,500,000 tons of ore, 
which will be sent from the opening 
of this crosscut to the mill by tramway. 
The main tunnel will be 9,500 feet in 
length and will deliver ore directly to 
the mill. The ore bodies will neces- 
sarily have to have many crosscuts 
and drifts, so that there will be plenty 
of faces from which ore can be broken. 
There is an additional 16,000,000 tons 
of ore to be opened in another block 
above the second level. The ores are 
more easily broken than those in the 
Treadwell properties, so that mining 
and milling costs are expected to be 
about 60 cents per ton, as compared 
with 95 cents at the Alaska Treadwell. 
While the ores are not of just the 
same description, it is anticipated that 
work at depth will reveal extensions 
of the ore bodies in the same way and 
to the same extent that it has done 
across the Channel, where the Tread- 
well is working at about 2,500 feet and 
has not yet bottomed its mines. Evi- 
dently Mr. Bradley and Mr. Jackling 
are agreed that it is not, and to quote 
the latter, “worth while to measure 
the mine in tons or years, but in gen- 
erations.” 

The average value of the ores of the 
Juneau are roughly $2 per ton. The 
vein runs from 500 to 900 feet in 
width, but the values occur in wide 
bands separated by waste, so that un- 
der-ground sorting is necessary and 
the feed to the mill. will probably av- 
erage about $1.70. The net profits, 
therefore, may be safely estimated at 
about $1 per ton, with the chances 
favoring this being slightly bettered 
rather than otherwise. 

There is to be built a joint power 
plant on Nugget Creek, which will de- 
velop 12,000 horse power and will sup- 


_ ply both the Juneau and the Treadwell 


properties. For the present the Tread- 
well steam plant is being increased to 





take care of current needs and will later 
be used as an auxiliary only. 

The Juneau holders or owners were 
very slow about asking the public to 
come in with them in the development 
of the property, and in several instances 
refused to negotiate with other inter- 
ests who were anxious to secure a part 
of the profits to be won in the operation 
of the mine. Until less than a year ago, 
the Juneau had a capital of 1,500,000 
shares of a par value of 10 cents, when 
it was finally decided to allow the pub- 
lic to furnish the money for the mill, 
the par value of the stock was increased 
to $10 per share, and of this $10,000,000 
was allotted to the former owners and 
$400,000 was sold to the public at 
$12.50 and slightly better. There still 
remain $100,000 of stock in the Treas- 
ury. 

On the basis that we have outlined 
it is an easy matter to compute profits. 
Working 300 days in a year and treat- 
ing 8,000 tons per day the earnings 
would be $2,400,000 or $1.60 per share 
on the total capitalization, which is 
13 1/3 per cent. upon the present pur- 
chase price of $12. When the entire 
plant is running at capacity and daily 
tonnage is up to the 20,000 mark, it is 
estimated that profits will be $6,000,000 
or $4 per share, which is 33-1/3 per 
cent. upon the stock bought now and 
held by the patient investor. 

Perhaps the most important feature 
for this patient investor lies in the fact 
that this is one mining investment on 
which he need not apply 50 per cent. or 
more of his income as an amortization 
against his investment, but can accept 
dividends during a life time as divt- 
dends and still leave the stock to his 
heirs as a real asset. There are very 
few, even of the largest of the por- 
phyry coppers that can operate at any 
such basis as Juneau in the way of re- 
turn and look forward to more than 
half as many vears of life. 

If income possibilities are realized 
and apparently the estimates made 
herein are conservative, Juneau should 
in time sell at twice the present price, or 
even more, but the purchaser of the 
stock should be fortified with some pa- 
tience. Large enterprises must move 
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slowly, and we have become so accus- 
tomed to the magnitude of present day 
mining operations that we forget that 
a few years ago they would have been 


hailed with incredulous wonderment. 
As to the character of the management 
of the Juneau: there is none better, as the 
directorate will show. 








Stewart 


The Situation at the Property—A Liquidating Proposition 





By C. S. 


BURTON 





OME years ago—it seems a good 
~ many years since now—Fritz Au- 
gustus Heinze came near being 
the biggest thing in Butte, Mont. He 
had the courts tied up in so much liti- 
gation that they threw up their hands 
before the task of unraveling the snari. 
Underground, things were not much 
better; there were pitched battles be- 
tween shifts of men in Heinze prop- 
erties and in those owned by the 
Amalgamated people. Heinze was a 
picturesque figure, when he fought H. 
H. Rogers to a standstill and finally 
took some ten millions of money for 
his interests in Butte, the peace being 
patched up by Mr. John D. Ryan, who 
began where Heinze left off and who 
has been climbing ever since until he 
is now one of the commanding figures 
in the copper world. One was a 
blighter, the other a great builder. 
De mortuis nil, but the truth remains 
that everything that Fritz Augustus 
touched suffered for it. 

He brought Stewart to the Eastern 
markets as a part of the assets of the 
late lamented United Copper. He bor- 
rowed money from Stewart; the prop- 
erty became entangled in litigation 
with the Ontario and was defeated in 
a claim for extra lateral rights, judg- 
ment being entered against the Stew- 
art for some $40,000 for trespass com- 
mitted while some $60,000 of similar 
claims await adjudication. 

The United Copper Company became 
entangled in some way with the As- 
sets Realization Company, a one-time 
prosperous concern that had earned a 





name for successful work as liquida- 
tors of broken-down corporations and 
for more than a year it has been com- 
mon talk of the outside brokers that 
something like a quarter of a million 
shares of Stewart held by this concern 
were hanging over the market. Gos- 
sip apparently has never been able to 
really determine whether there has 
been actual selling for this account 
or not. 

Nearly two years ago a report wa5 
made on the Stewart that gave the 
mine a comparatively short life. 
From time to time since, reports have 
been given out that confirmed the 
comparatively early exhaustion of the 
company’s ore reserves. In the mean- 
time the management of the company 
has been paying dividends of 10 cents 
to 25 cents per share quarterly, and 
there has been distributed to the pub- 
lic a great deal more Stewart than 
the intrinsic worth of the property 
could justify, according to well-in- 
formed persons. 

The situation is one which aptly il- 
lustrates the position of the mining 
investor who fails to realize that a 
mine is a wasting asset, a property in 
course of continual liquidation. Stew- 
art’s dividends have made the stock 
attractive to investors who have 
failed to go deeper, and there are 
some who are going to be left with 
stock that no longer pays income and 
whose market value will hang on 


some outside investments that will be 
problematical for some time. 
Stewart’s treasury is estimated. tu 
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hold something like 60 cents per share, 
all of which, together with whatever 
can be derived from the remaining 
ores to be mined, will be required to 
take care of payments to be made on 
account of a property on Vancouver 
Island, which it is stated will require 
something like $800,000 to be expend- 
ed during the next year or eighteen 
months. Just what part of the treas- 
ury reserve is in the form of Heinze 
loans is an item of importance to the 
stockholder. 


Stewart was a good mine; this is no 
attempt to belittle its production, but 
it is an attempt to point out some of 
the things that an investor who wants 
dividends should study. If he buys 
only to get part of his money back in 
a so-called dividend, he has only him- 
self or his broker to blame. His bro- 
ker should be able to tell him real con- 
ditions if he cannot depend upon his 
own knowledge and analysis of avail- 
able data. Investigate carefully before 
buying any mining stock. 

















Mining Inquiries 





Consolidated Arizona 


R. G., New York City.—Consolidated Ari- 
zona Smelting has never been able to make 
much progress since it was boomed by Lawson. 
It is stated that they intend to get up to a 
capacity of 18,000,000 pounds of copper per 
annum, The company has a capital of $9,200,- 
000.and some properties in Yavapai County, 
Ariz. The old smelter at Humboldt has been 
remodeled, but on the whole has never been 


*much of a profit earner. It is possible it might 


earn some money with copper at present prices, 
but at 13 cents the situation would be very 
different. 


Chile Bonds—Copper Range 


J. C., Chicago.—Chile Copper convertible 
bonds are a good purchase. They do not come 
under the head of conservative securities, be- 
ing mining bonds, but they are good bonds. 
They are convertible into the stock any time 
up to May 1, 1923, at $25, and are selling 
around $1,170 per bond. They are listed on 
the New York Stock Exchange, and can be 
bought in the regular way through brokers. 

The outlook for Copper Range Consolidated 
is promising. The company is producing more 
copper and at a lower cost than at any previous 
time in its history. Its output is at the rate 
of about 3,600,000 pounds per month, and cost 
of production is not over 7 cents per pound. 
On this basis, therefore, earnings are at the 
rate of about $14 per share per annum on the 
393,859 shares of stock on present price of 
electrolytic copper, on which basis Copper 
Range copper is sold, its metal not command- 
ing the higher price of the majority of mines 
in the Lake Superior copper districts. 

Copper Range, as you probably know, has 
not paid dividends for about two years. The 
suspension of dividends was the result of the 
strike in the Lake Superior district in the last 
half of 1913. Moreover, the company paid 
several dividends from accumulated surplus 
at a time when the price of copper was low 
and the mines of the company were not mak- 


ing such a splendid showing as at present 
The result was that the working capital was 
depleted, and the management is now taking 
advantage of the favorable conditions now 
obtaining to build up its surplus. In addition, 
on January 1 of this year, Copper Range un- 
dertook the selling of its output as opposed to 
the method previously employed of making 
sales through an agent. This naturally re- 
quired larger working capital than would be 
necessary in selling » Bars an agency. 

We believe, however, that before the end 
of the present calendar year Copper Range will 
resume dividends. Copper Range shares have 
had a very substantial advance ‘in the past 
few months, but we believe it is good judg- 
ment not to sell the stock at this time. 





Canada Copper 

A. F. G., Wis.—Canada Copper has a long 
history. It was organized to aid the British 
Columbia, which was built on the old Montreal 
& Boston. The Canada Copper Corporation 
was organized in the early part of 1914. Its 
success depends upon that of the British 
Columbia, and the New Dominion, all three 
concerns being under the same control. A 
few months of the present copper metal mar- 
ket ought to answer all questions for the 
future of these properties. If they cannot 
now get on a paying basis, the chances are 
decidedly against them for the future. There 
are other investments in copper which we 
would greatly prefer. 





Coppers Look Good 

V. J. T., Mich—We would advise you to 
hold the coppers. The full force and effect 
of the good business, now and in prospect for 
the coppers, we believe has not yet been 
registered in the price of the stocks. 

The stocks are somewhat reactionary at the 
en but later we expect them to do much 

er. 
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Copper vs. Zine 
H. C. B., Wash.—We think both Anaconda 
and Butte & Superior have possibilities of 


enhancement in price. Both companies are 
doing a large business and are making large 
earnings. It is a guess as to which will im- 
prove the greater amount, but we are in- 





clined to view Anaconda with greater favor. 

There is greater stability to its business of 
copper tham the business of Butte in zinc. 
Our opinion is that the high prices and great 
profits in zinc will fade before the position 
of copper is materially affected. The present 
position of the metal is somewhat unsteady. 








Mining 


Digest 





Arizona Commercial—ORE STRIKE 
said to have been made not yet confirmed 
by the management. July tonnage largest 
in history of the company. Co. earned 


about $35,000 net. 


Alaska-Juneau—PROGRAMME of mine 
development has been outlined. Expected 
the work will be completed by October, 
1916. When completed about 8,000 tons will 
be treated daily. 


Anaconda.—ULTIMATE CAPACITY of 
300,000,000 pounds planned. The new refin- 
ery at Great Falls will be completed by 
January 1, 1916 and will have an output of 
10,000,000 to 15,000,000 pounds. 


Butte & Superior —NET EARNINGS for 
quarter ended June 30 were $2,107,152 com- 
pared with $1,163,156 in previous quarter. 
Earnings for the quarter per share were 
$7.77 or at the rete of $30 per year. Earn- 
ings are figured with spelter at 12.683 cents 
per pound. During the last quarter the few 
remaining bonds outstanding were converted 
into stock and the mortgage discharged, 
leaving the company free from bonded debt. 


Braden.—PRODUCTION for July (win- 
ter month in Chile) was 2,890,000 pounds of 
copper. Estimated cost of production was 
about 9c. per pound. Average copper con- 
tents of the ore is about 2.08%. 


Chile Copper —TREATING about from 
4,000 to 5,000 tons of ore a day and will be 
handling 10,000 tons a day within the next 
few months. 


Copper Range Cons.—PAID OFF the last 
of its notes and stockholders are promised 
a dividend before the first of the year. June 
production was 5,400,000 pounds, a record 
output. 


Chino.— REPORT for June quarter shows 
net of $2,006,548 or at the rate of $9.25 per 
share per annum. Ore treated for the three 
months was 592,200 tons. Cost per pound 
was 6.10 as compared with 6.38% for the 
hrst quarter. Costs this quarter lowest since 
property began. 


Calumet & Arizona—PROFITS for the 
first half year privately reported at $1,- 
350,000. Co. not issuing anything more than 
annual reports to stockholders now. Co. in 
Position to increase divs. but it is said di- 
rectors are at odds over the question. 





Dome Mines.—I NITIAL quarter dividend 
of 50c. per share declared. xpected capac- 
ity of the mills will be 45,000 tons per month 
with the new machinery installed. Sub- 
stantially larger amounts of ore reserves now 
available. 


East Butte—EARNINGS for July esti- 
mated at $150,000 and Co. producing about 
20,000,000 pounds of copper per annum. 
Earnings will be first used to pay off 
$500,000 notes which it is expected will be 
accomplished this year. 


Greene Cananea—PRODUCED 3,000,000 
pounds in July. A 4,400,000 pound monthly 
output is in prospect if labor can be secured. 


Inspiration Copper—OUTPUT steadily 
increasing. Co. treating 2,500 tons daily and 
next month it will treat 7,000 tons and out- 
put will be gradually increased until it 
reaches 15,000 tons. 


Nevada Consolidated.—EARNINGS for 
quarter ended June 30 were $1,365,094 com- 
pared with $614,818 in corresponding period 
of 1914. Output is now at the rate of about 
61,000,000 pounds annually and on present 
copper market earnings running around 
$2.75 to $3 per share. . 


North Butte—OUTPUT to be increased 
to 2,500,000 pounds per month, or at the rate 
of 30,000,000 pounds per annum. With this 
output and a cost of 10c. the Co. could earn 
$6 per share on 18 cent copper. 


Ray Consolidated—PRODUCTION for 
dees months ended June 30 was 14,802,231 
pounds at a net cost of 8.665c. per pound. 
Net earnings for the quarter were $1,377,135. 
Plant now operating at full capacity. 


Tamarack.—CONSOLIDATION rumors 
between this company and Calumet & Hecla 
are now being discussed. Interest in Calu- 
met & Hecla, however, give no credence to 
“— Ee 


or phnmr mee 2 See running 
on tah 0,00 000 pounds of lead per year at 
a cost of 3%c. per pound. Initial dividend 
of 12%c: per share has been declared. 


Utah Copper—PRODUCTION during 
June quarter 40,799,825 pounds. Total net 
profit for the quarter was $4,412,298 or at 
the rate of $11 per share. 
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What the Financial Page Contains—The Value of Market Comment 





T a time of general public interest 
in the stock market, wherever 
you go—on trains, boats, the 

subway, the street cars—you see hun- 
dreds of men and a few women read- 
ing the financial pages of their news- 
papers. I am always inclined to won- 
der What those people are really get- 
ting out of their reading. Are they 
getting anything of substantial ben- 
efit or are they reading the financial 
pages just as they do the rest of the 
paper—largely for amusement? 

I can well remember the time when 
I used to jump the financial pages as 
nothing but a meaningless sea of fig- 
ures. A lady of my acquaintance com- 
plains that the financial columns “lack 
heart interest.” Probably it will be 
difficult to explain them so as to put 
heart interest into them, but pocket 
interest is a strong rival with heart 
interest in humanity’s affairs, and all 
these figures do have a direct bearing 
on the pocket of the reader. 

To begin with: What do we find in 
the financial pages of a good news- 
gy Paper? Turning to The Tribune, one 


of the leading New York dailies, we 
find the following somewhat impres- 
sive array: 

Stock Market Review. 

Average Prices, Rails and Industrials. 

Wall Street News. 

New York Stock Exchange Prices and 
Transactions. 

Curb Market Review, Prices and Transac- 
tions. 

Short Term Notes, Prices and Yield. 

Public Utility Securities, Prices. 

Dividends Declared. 

Lon Market Review and Closing Prices. 

Speciah London Cable. 

Boston, Philadelphia, Pittsburgh, Baltimore 
and Chicago Prices and Transactions; 
Boston Curb. 

Equipment Bonds, Prices and Yield. 

Bond Sales, Prices and Transactions. 

Inactive Stocks, Prices. 

Government Bonds, Prices. 

New York City Bonds, Prices. 

Consolidated Exchange Review, Prices and 
Transactions. 

Topics of the Day in Wall Street. 

Public oe Notes. ; 

Foreign Exchange Review and Quotations 

Money Market, Bank Clearings, Domestic 
Exchange, etc. 

Price Movements of Commodities. 


Altogether the above covers two 
solid pages with the exception of two 
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columns, and it is mostly fine print. 
Manifestly there is a vast amount of in- 
formation here, if only we know how to 
make use of it. Some of it almost con- 
tains “heart interest’—at least reading 
the quotations has been known to cause 
temporary heart failure. 

There would be hardly any end to 
what might be written about the ways 
to make use of the facts summarized 
on these pages, because they contain, 
in condensed form, almost the entire 
financial status of the United States 
for the day, with some additional facts 
about Europe. I will consider the mat- 
ter, however, only from the point of 
view of the investor, for interest or 
for profit. 

There are some features on these 
pages that are of interest only to per- 
sons owning the securities quoted or 
considering the purchase of such se- 
curities. The Curb stocks, the quota- 
tions on exchanges outside of New 
York, unlisted stocks, dividends de- 
clared, and a few other similar items, 
interest only. a limited class of per- 
But most of the news and sta- 
tistics are of interest in some way, di- 
rectly or indirectly, to every investor 
or speculator and to every one who 
wishes to keep track of general finan- 
cial and business conditions. 


The Market Review 


First, we find on the financial page 
several reviews—a column or so of 
comment on New York stocks, an- 
other column of stock market news 
and gossip, and a few paragraphs 
about the Curb Market, London, the 
Consolidated Exchange market, cot- 
ton and grain. 

What practical use can be made of 
these reviews? 

Many active traders in stocks go so 
far as to assert that these reviews 
should never be read—that they are 
misleading and do the trader more 
harm than good. 

This is nonsense; yet these reviews 
have their limitations. The writer of 


sons. 


a stock market review ih a newspaper 
does not know and does not pretend 
to know what the market is going to 
do next. 


It is no part of his business 





to know. He is employed to present 
the facts, not to form opinions in re- 
gard to their effect on the market. 


The shorter reviews are confined 
pretty strictly to this field and are so 
colorless that neither the bull nor the 
bear can extract any comfort from 
them. 

When we come to the longer review 
of the general financial situation and 
to the column of miscellaneous gossip, 
we find many items and paragraphs 
which necessarily have either a bullish 
or bearish significance. Moreover, it 
is very difficult for the writer of such 
a review to avoid coloring his work 
with his own opinions. Being a hu- 
man being, he is almost certain to 
have opinions in regard to the future 
of the market, and since he is writing 
something with a general view to 
helping others judge the market, his 
own views are likely to creep in by im- 
plication, in spite of his best efforts to 
keep them out. 

The investor who allows himself to 
be influenced by the superficial bullish- 
ness or bearishness of these reviews 
will get little or no benefit from them. 
The reason of this is that the bull news 
always comes out when prices are high— 
that is the reason they are high—and the 
bear news when the market is low—that 
is the reason it is low. Hence the general 
impression derived from a superficial 
reading of a market review is pretty 
sure to be bearish at low prices and 
bullish at high. 

This is in no way the fault of the 
reviewer and affords no just ground 
for criticism of his work. His job is 
to present the facts as they come out. 
If they are bullish and prices are high 
for that reason, then his review will 
leave a bullish impression, and vice 
versa. 

It is necessary, therefore, in reading 
newspaper reviews of the market, to 
exercise some precautions. 

First, the reader must not allow 
himself to be influenced by any opin- 
ions of the reporter which may in- 
advertantly creep into his column. 
There is one leading paper which 
guards against this danger by a simple 
but ingenious device. After a column 
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article, for example, which leaves be- 
hind it a distinctly bullish impression, 
the writer will add a few words some- 
thing like this: “Such are the conclu- 
sions that some shrewd judges are 
drawing from the present situation. 
But nothing is better known to the 
student of financial markets than that 
the shrewdest judges often go wrong. 
How the above conditions will work 
out as the weeks pass, remains to be 
seen.” 

This leaves the reader with an un- 
satisfied yearning. Yet it serves very 
well the purpose of reminding him that 
the opinion of the man who wrote the 
column is really of little value. 

Some other papers take a different 
stand. One New York newspaper 
fearlessly tips the public to buy stocks 
when prices appear to be low. I have 
never yet seen it, however, give the 
tip when to sell. That would be the 
unpopular side. THE MAGAZINE OF 
WALL STREET sometimes does that, brav- 
ing popular obloquy and loss of sub- 
scriptions if it should happen to be 
wrong, even temporarily; but it is 
rare indeed that any newspaper does 
it. The Associated Press reports and 
the reviews of nearly all the news- 
papers generally considered the best, 
make a strong effort to avoid expres- 
sions of opinion in regard to the future 
of the market. 

Second, the investor must read these 
reviews with a view to getting the 
definite, established facts of the situa- 
tion. He must throw all rumors into 
the discard and wait for the facts. 
Even what Israel Pierre O’Brien, pres- 
ident of the Highbrow National Bank, 
thinks of the future, is generally of 
very little value, strange as that may 
seem to the novice. The chances are 
that Israel Pierre is not telling all he 
knows; he may have some “ulterior 
motive”; or he may not know any- 
thing about it anyway. 

We may note, in passing, that even 
the facts are sure to be published later 
than the movement of prices which 
has resulted from them, so far as im- 
mediate speculative turns are con- 
cerned. The market is nearly always 
ahead of the news. But this does not 


apply to long pull investment opera- 
tions. The big general movements of 
the market result from the gradual 
combination of facts into a complicat- 
ed structure which may be called “the 
situation.” The market is ahead of 
the news from day to day, but not 
ahead of “the situation” when properly 
interpreted. ; 

This leads us up to the third precau- 
tion which the reader must exercise— 
he must fit each fact into its proper niche 
in the general situation. 

For example, a market review 
might consist entirely of bearish facts, 
so that the superficial reader would 
rise from the perusal of it with the 
feeling that he was practically losing 
money not to rush to the telephone 
and instruct his broker to sell every- 
thing short at the market; yet the 
facts not included in that particular 
review, because they were not items 
of news on that day, might nearly all 
be bullish, so that the situation as a 
whole would warrant purchases in- 
stead of short sales. 

This is an exceedingly common set 
of conditions. The immediate move- 
ment of the market is chiefly influ- 
enced by superficial considerations, 
because the great majority of man- 
kind are superficial and always will be 
The result of this is that there are 
many minor movements and some 
fairly large swings of the market 
against the real situation, but in accord 
with the news which happens to be com- 
ing out at the time. 

The “situation”—as I call it for lack 
of a better term—creates the broad 
trend of the market. Temporary in 
fluences which operate against the 
main trend result in numerous minor 
movements. It is these minor move- 
ments which give the investor who is 
broad enough to take in the whole sit- 
uation his Test opportunities for buy 
ing or selling to advantage. 

There is, then, no legitimate ground 
of criticism of the newspaper market 
review—unless perhaps of the style of 
the average financial writer, which is 
apt to be cumbersome and wordy. 
But this is a minor point. The mar 
ket review as a whole fulfills fairly 
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well the function which it is intended 
to perform—that is, furnishing the 
reader with a connected summary of 
the news of the day which has prob- 
ably affected the movements of prices. 
It is, however, to be borne in mind 
that bear news is likely to be given 
the most prominence when prices are 
falling and bull news when they are 
advancing. The reporter conceives 
the market as the result, at least for 
the most part, of the news. Hence 
when the market advances, he endeav- 
ors to find out the news which has 
caused the advance and to put it in his 
report. He makes a less strenuous 
search for bear news that day, because 
there has been no evidence of the 
presence of important bear news. 


If an investor finds the newspaper 
review useless, it is chiefly his own 
fault in that he has not made the right 
use of it. If he expects to judge the 
course of the market by skimming 
through a column or two summariz- 
ing the news of the day and the gos- 
sip of the brokerage houses, he is 
doomed to disappointment. But his 
disappointment should not lead him to 
pronounce a sweeping condemnation 
on the financial column simply be- 
cause he doesn’t know how to make 
use of it. 

That is too much like the man who 
wants the stock exchanges abolished 
after he has made two or three losses 
in speculation. 

(To be continued.) 
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EOPLE who become bearish when a market 
goes up without reaction usually become more 
bearish when the market gets a reaction. 

















Technical and Miscellaneous Inquiries 





Broker’s Reports—Margins 

In sending statements of purchases, etc., 
isn’t it customary for brokers to add com- 
mission charges, or do they take it for 
granted that you know the commission is 
to be added? In the event of a sharp de- 
cline, could the broker close out my account 
without giving me a chance to put up more 
margin, if I notified them that I would pro- 
tect this account at all hazards, and if more 
anes was necessary to notify me by 
wire! " 

It is customary for brokers to report pur- 
chases at the exact price paid. The cus- 
tomer is assumed to understand that the 
regular one-eighth commission will be 
charged. On monthly statements, however, 
the one-eighth commission is usually added 
to the price of a purchase, or subtracted 
from the price of a sale, without special 
mention being made of the fact on the 
statement. This is merely a matter of book- 
keeping convenience. 

In regard to margins, see Mr. Devoe’s 
article on page 336 of our June 26 issue. 

Most brokers, however, protect them- 


selves by printing upon their stationery a 
statement to the effect that the right is re- 
served to close out trades without notice 
to the customer when margins are running 


out. Unless the customer has notice that this 
will be done, or the custom has become estab- 
lished through a series of transactions, the 
broker is required, by law, to give the cus- 
tomer reasonable notice before closing out 
trades. 

In practice, the broker nearly always does 
call upon the customer for more margin 
before closing out a trade. Most brokers 
reserve the right to close out a trade with- 
out notice to cover exceptional conditions 
or cases where, through some oversight or 
failure of the mails, the customer does not 
receive the usual notice. 


Circular on Beet Sugar e 
A most valuable and instructive analysis of 
American Beet Sugar, with an eye to its 
speculative possibilities, is contained in a cir- 
cular issued by J. Frank Howell, 52 Broad- 
way, New York. Mr. Howell will send this 
circular to any reader on request. 


Cancelling G. T. C. Orders 

I was long of Am. Smelt. & Ref. and had 
in an open order to sell at 6854. I next gave 
an order to “sell my Am. Smelt. & Ref. at 
the market,” which was done. I supposed 
this canceled the order to sell at 6854 and 
that I was out of the market. But when 
the stock afterwards reached that figure 
the broker sold it short, and as the stock 


rose very rapidly, before I knew what had 
been done it made quite a loss. The broker 
says that as I did not tell him to cancel the 
former order to sell, he is in no way to 
blame.—A. B. 

We believe there is no doubt that your 
broker’s position is correct. When you put 
in an open or T. C. order to sell, that 
order remains good until cancelled, no mat- 
ter how long that may be. It is’ impossible 
for the broker to know what his customer’s 
plans are. Often a broker will remind the 
customer of a standing order on his books, 
when he thinks the customer may have for- 
gotten about it, but he is under no obliga- 
tion to do so. 

It would be equally impossible for the 
broker to keep track of the accounts of all 
his customers to see whether they were 
long or short, and examine the exact word- 
ing of a customer’s letter in an effort to 
read his mind, and see whether a standing 
order should probably be cancelled. The 
brokerage business cannot be handled in 
that manner, but the execution of orders 
must be based on exact instructions. 


Recovery of Stock in Case of Failure 


A customer of a broker that failed was 
carrying with him 30 shares Amalgamated 
Copper on margin. The report on the 
tracing of this stock is summarized as fol- 
lows: 

“The position of Broker X, at the time 
of failure, in this security was as follows: 

“Long—Customer’s 100. 

“Short—W X Y & Co., 100. 

“The loan with W X Y & Co. has not yet 
been liquidated.” 

Is it possible for the customer to recover 
his 30 shares from W X Y & Co. by pay- 
ing them 30 per cent. of the amount of the 
a 7, which the stock was pledged?— 

If the 100 shares of Amalgamated Cop- 
per carried by the broker at the time of his 
failure are sufficient to meet the claims of 
all of his customers for that kind of stock. 
the owner of the 30 shares referred to, upon 
satisfactory proof of his ownership, is en- 
titled to reclaim these 30 shares from the 
firm with whom they were pledged by pay- 
ing to that firm 30 per cent. of the total 
amount of the broker’s loan, and by paying 
to the assignee or trustee in bankruptcy of 
the broker the additional sum (if any) over 
and above such 30 per cent. for which the 
customer was indebted to the broker at the 
time of the failure. This is upon the as- 
sumption that the 100 shares of Copper re- 
ferred to were the only collateral pledged 
by the broker for the loan in question. 
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MEXING active trading with investing is as bad as 


mixing drinks. 
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Cotton and 


Contraband 





By C. T. 


REVERE 





HE WHOLE WORLD is much 
T troubled just now over cotton. 
No matter from which angle the 
great Southern crop is regarded, there 
seems to be nothing in it but worriment. 
Germany and its Allies are much troubled 
as to where they are going to get cotton 
at all. England is in the midst of a most 
bitter agitation as to whether or not 
cotton should be made contraband of 
war and the cotton-producing South is 
fretting over what it is to do with the 
crop which it has just begun to pick. 

Many of the most influential states- 
men of England are firmly of the opin- 
ion that a great mistake was made by 
that’ country in not declaring cotton 
contraband of war as soon as war was 
declared. It seems very probable that 
the stand taken at the beginning of the 
war by the English government was 
largely the result of ignorance as to just 
how important cotton is in the manufac- 
ture of high explosives. Now the de- 
mand that the British Government take 
steps to see that no more cotton reaches 
Germany is so strong that official action 
probably will be taken. 

It is undoubtedly the case that Eng- 
land does not wish to offend the United 
States by its action in this matter and, 
therefore, coupled with the demand that 
cotton be made contraband comes the 
suggestion that England undertake to 
buy as much American cotton as would 
normally be exported to Germany and 
Austria. The English Government is 
naturally very reticent as to what its 
plans are in the matter, but it seems 
more than likely that a proposition will 
be made that the British Government will 
take a certain amount of American cot- 
ton, say 3 million bales, at a fixed price. 
Probably this price would be fixed at 
about 8c, a pound. 

If this uld be done, it is not 


probable that the South will consent to 
part with much of its cotton at such a 
price, but having such an offer as a bul- 
wark to prevent any radical decline, 
would operate vastly in favor of higher 
priced cotton. 

Coming down to the real facts in the 
case, it would not make much difference 
if Great Britain should declare cotton 
contraband, for its present policy is to 
prevent any American cotton from reach- 
ing Germany and about 200,000 bales of 
American cotton destined for neutral 
European countries has been already 
stopped by the British Government and 
the cotton diverted to England. The 
American shippers whose cotton has been 
thus diverted have been for some time 
protesting loudly because of the delay by 
the British Government in paying for the 
same. Recently payment of about $5,- 
000,000 has been made, the claims of the 
American shippers amounting to at least 
$7,000,000 more. 

The Southern politicians, who are al- 
ways on the alert to make votes and 
therefore to rush to the defense of King 
Cotton on any and all occasions are al- 
ready busy speech-making and outlining 
a plan of agitation to be put in force as 
soon as Congress meets. The Southern 
politician has never been of much service 
to the Southern cotton producer and his 
efforts in this matter will probably be as 
much misdirected as they were when he 
forced a serious decline in cotton prices 
by legislation directed against the Cotton 
Exchanges. A year ago the alarmists 
of the South were crying loudly that 
cotton was going to nothing a pound and 
the South was ruined. While future 
events have proven that they were 
screaming before they were hit, for al- 
most the normal amount of cotton was 
exported last year and as soon as the 
Cotton Exchanges reopened, cotton ad- 
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vanced to what was a very fair price, 
everything considered. 

The reduction of acreage this year has 
been so great and the use of fertilizer so 
limited that there is little or no prospect 
of a crop of over 12 million bales. 
American mills have a splendid business 
in front.of them and almost as much 
cotton is going into explosives as Ger- 
many’s normal consumption. 

Last year the agitators so frightened 
the Southern banks that most of them 
shut down entirely on cotton loans, and 
used extreme measures to force their 
clients to sell out their cotton for what- 
ever they could get. This action hurt 
the South more than anything else, as 
when the advance came, the people who 
had raised the cotton were not in a posi- 
tion to profit by it. There is no reason, 
however, for expecting anything of this 
sort this season. There is an abundance 
of money in the United States and the 
national government acting through the 
Federal Reserve Banks will see to it that 
there is plenty of money in the South 
available for cotton loan. 

There will be no “Buy a Bale” move- 
ment this year and if the South looks 
after its own interest in a sensible man- 
ner, there is no reason why it should not 
obtain excellent prices for all the cotton 
taken out of the field this fall. Even if 
there should be a large carry-over at the 


end of the season, there is every reason 
to believe that there will be large profits 
in it for those who took the cotton over. 
Cotton will keep and as soon as the war 
is over the demand will be greater than 
the supply. Even assuming, however, 
that the war is going to last more than 
another year, there is no reason why cot- 
ton should sell at less than the cost of 
production. 

There have been so many conflicting 
influences at work in the market recently 
that the public has been somewhat in- 
clined to let cotton alone. Even this, 
however, has not weakened the market 
to any extent and it looks today as if the 
very near future was going to see a very 
lively cotton market with everything in 
favor of very materially higher prices. 

While most of the countries of the 
world are worried over the cotton situa- 
tion, there is one nation that finds the 
outlook very much to its liking. Japan 
is making very rapid strides toward 
capturing the cotton goods business of 
the Orient and will be a very heavy buyer 
of American cotton this year. Japanese 
buyers have a way of stocking up to the 
limit of their money and credit when 
prices suit them and it would not be 
surprising if this season Japan came into 
the market for more than a _ twelve 
months’ supply. The effect of such action 
on the market will be apparent. 
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Dow Jon-s Avera 
12 Industrials 20 Railroads 


92.61 
92.88 
92.91 
93.13 
93.66 
93.42 
93.53 
95.70 
95.69 
94.93 
94.00 
94.07 


Breadth 

(No. 

Total Sales issues) 
596,400 152 
709,900 180 
668,100 158 
915,600 177 
777,100 186 
332,500 149 
673,100 - 170 
1,089,700 195 
934,300 203 
898,500 182 
815,700 171 
364,100 143 











Wheat Export Prospects 








By P. S. KRECKER 





supply has been pretty definitely 
determined by the August govern- 
ment crop report, the matter of consump- 
tion is of increasing importance. We 
know that we shall have in the neighbor- 
hood of a billion bushels of wheat to sell; 
will we be able to market this record crop 
at high prices? Pertinency is lent to 
the inquiry by the rumors of cancella- 
tions by foreigners of contracts to take 
several million bushels of the staple. 
These rumors have rudely disturbed ex- 
pectations that exports of American 
wheat will equal last year’s huge total of 
about 400,000,000 bushels. As wheat is 
a war market just now and prices are 
high because of what is looked for in the 
way of consumption and depend for their 
maintenance above the dollar mark upon 
the appetite of Europe, the reports of 
concellations naturally have upset the 
bulls badly. Just how much of truth 
there is in the reports is a mystery which 
up to the present has not been solved. 
There are those in the trade who are 
confident that the rumored cancellations 
are a myth, a desperate ruse of cash 
wheat shorts to save themselves from a 
dangerous position. It is well known 
that some of the largest cash concerns 
have become deeply involved on the short 
side of the market in the September posi- 
tion, and now are experiencing unex- 
pected difficulty in securing the actual 
with which to make deliveries owing to 
the unprecedented tardiness of the move- 
ment. In their desperate situation it may 
be that some of these shorts have given 
currency to reports of cancellations with 
the object of depressing values and af- 
fording them an opportunity to cover 
their short contracts in the futures mar- 
ket. Such a trick could be pulled off 
with comparative ease. However de- 
plorable tactics of the kind are, they are 
not a novelty to the wheat market. 
Whether the caneellations reported are 
genuine or fictitious, they can scarcely 
affect the ultimate consumption of wheat 


Now THAT THE QUESTION of 


by Europe. Italy, which by the way is 
the country credited with cancellations, 
has authorized the purchase of 44,000,- 
000 bushels of wheat and has not re- 
scinded this action. That would call for 
about half of the total quantity of wheat 
which Italy imported last year and nearly 
as much as she imported for the full pre- 
vious year. There is no reason to doubt 
that these purchases, even if deferred 
now, will be made and that they will be 
doubled before the end of the season. 

If Italy required nearly 90,000,000 
bushels of foreign wheat last year when 
she was at peace with the world, it is 
scarcely to be questioned that she will 
deem it advisable to purchase at least as 
much during the current crop year with 
her farmers called to the colors and there- 
fore unable to till the soil. 

A liberal purchasing policy is indeed 
foreshadowed by the already authorized 
purchase. France appears certain to 
want more wheat than she bought last 
year when her purchases aggregated well 
over 80,000,000 bushels. There are two 
reasons for thi§ expectation. The new 
crop has not been doing well. The 
French official report gave condition at 
64 per cent. compared with 70 per cent. 
last July, which indicates a considerable 
reduction of the crop. Even more im- 
portant is the fact that some of France’s 
best agricultural territory is in German 
hands. There is therefore every indica- 
tion that France will suffer serious do- 
mestic shortage this year and will require 
much more foreign wheat than she 
bought last year. In the case of England 
the chief factor as affecting consumption 
of wheat grown in the United States is 
the large Canadian crop. 

England unquestionably will show 
Canada the preference in buying wheat, 
because of the abnormal foreign ex- 
change situation if for no other reason. 
She can pay Canadian farmers how and 
when she pleases since the Dominion is 
a dependency. As Canada promises to 
produce an even larger crop this year 
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than she did in 1913 when she harvested 
231,000,000 bushels, the probable policy 
of the British government will be aided 
materially. But England will be abso- 
lutely unable to buy all of her supplies 
in Canada since it is more than likely 
that she will eventually purchase 
more wheat even than she did last 
year when she took more than 259,- 
000,000 bushels. 

Russia is an exporting country so that 
her domestic needs are a negative in- 
fluence. But the Dardanelles, her prin- 
cipal gateway to the ocean, are still 
tightly closed and whatever her surplus, 
it promises to be unavailable for the 
world. 

The foregoing brief survey of the ex- 
port situation, incomplete as it is, suffices 
to show why many wheat bulls view the 
future with confidence even if the United 
States and Canada between them will 
harvest more than 1,200,000,000 bushels 


this year. There is another element in 
the situation, however, which is becom- 
ing a more and more serious price factor, 
and that is the depressingly bad break in 
foreign exchange. When exchange de- 
clines in a single day to an extent that 
means a cent a bushel on exported wheat 
the matter becomes vital to the market. 

It is increasingly difficult to sell bills 
at these unprecedentedly low prices, and 
a decided check is put on export trade 
not only in wheat, but in all our export 
commodities. Foreign bankers have 
failed so far to take adequate steps to 
check this declining tendency. 

With the European buyer unable to 
pay in gold just now, some credits must 
be established if he would continue buy- 
ing American products. Wheat traders 
are watching developments in the for- 
eign exchange situation carefully and 
many of them are guiding their market 
operations by these developments. 














Setacreetecereasessc ast SESEERE EEE i 











b 
| 


Temperature Chart 


This chart indicates the variations in temperature of a 
nervous trader holding a war stock on thin margin. Guess 
when the market approaches his stop-loss order. 








